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FOREWORD 


With this report the Dominion Bureau of Statis- 
tics commences regular publication of quarterly 
estimates of the main National Accounts tables. The 
extension of the annual figures of Gross National 
Product and Expenditure and Personal Income and 
Expenditure to a quarterly basis fills an important 
gap in the statistics available for studying current 
economic trends. While the annual estimates provide 
essential background material, the time interval of 
a full year has been a source of serious handicap 
for current analysis. Changes occur swiftly in to- 
day’s economy and todetect and study these changes 
it is necessary to have access to reliable up-to- 
date data. The present programme for publication 
of quarterly estimates provides for their release 
approximately three months following the close of 
each quarter. 


The quarterly estimates included in this report 
represent the results of a long period of experiment 
and development, and they are published at the 
present time in response to a very great demand for 
this information. However, the process of improving 
the data is still in progress. While the statistics, 
as now published, are believed to reflect the gen- 
eral contours of quarter-to-quarter movements in 
economic activity, further improvements may be ex- 
pected in the future, both in reliability of the esti- 
mates and in the detail presented. 


In addition to the value series of Gross National 
Product and Expenditure and the related aggregates, 
expressed in current dollars, the present publication 
includes seasonally adjusted and deflated estimates. 


As is indicated in the main text of this report, 
production of quarterly estimates of income and 
expenditure is inherently a more complex task than 
estimation of their annual counterparts: special 
problems of concept, method, and interpretation 
arise. In particular, development of seasonally ad- 
justed data presents major problems. The purpose 
of adjusting the estimates for seasonal factors is 
to eliminate from the series those periodic move- 
ments which are due to forces which recur season- 
ally each year and in this manner to isolate more 
fundamental movements in the data. 


While this procedure is essential for purposes 
of economic analysis, it can only be carried out 
in approximate terms since it is based on an aver- 
aging technique; in addition, in many cases the 
judgment of the statistician forms an integral part 
of the process of estimation. The results must 
therefore be used with care. As more experience 
is gained and more knowledge built up concerning 
the characteristics of the various component series, 
the estimates will be reviewed and adjustments made 
where necessary. 


The value figures expressed in current dollars 
reflect price changes as well as movements in real 
output. In order to arrive at estimates of changes 
in physical production and consumption it is neces- 
sary to eliminate the influence of price movements 
from the changes in the current value data. The 
calculation is made for Gross National Expenditure 
only, and the estimates so amended are referred to 
as the deflated or constant dollar series. In the 
present report only the current dollar data have been 
deseasonalized; deseasonalization of the deflated 
quarterly estimates must await further experience 
with the data. 


The present report is divided into two parts, 
preceded by an introduction which reviews the main 
highlights of the statistical results. Part I presents 
the tabular information. Part II reviews the sources 
and methods upon which the quarterly estimates 
rest, and is designed to give users of the data a 
general background for appraising the reliability of 
the material. This section also includes notes on 
the conceptual framework which underlies the quar- 
terly estimates. 


The present volume was prepared by the Re- 
search and Development Division of the Bureau. 
In a broad sense, a number of Bureau Divisions 
have contributed to this report. The estimates of 
wages, Salaries and supplementary labour income 
and most of the price series used in the deflation 
project are prepared in the Labour and Prices Di- 
vision of the Bureau; net income of farm operators 
from farming operations in the Agriculture Division; 
and exports and imports of goods and services in 
the International Trade Division. The basic data 
for many of the eStimates are collected and tabu- 
lated in the Industry and Merchandising. Division, 
the Public Finance and Transportation Division, 
the General Assignments Division, and the Special 
Surveys Division. The housing data are provided 
by Central Mortgage and Housing Corporation. In 
a number of cases it was necessary to institute 
the direct collection of new basic series in order 
to make possible the continuing publication of the 
quarterly estimates. The most important of these 
are the estimates of quarterly corporation profits, 
developed by the Research and Development Divi- 
sion and now being continued by the General As- 
signments Division; and the figures of provincial 
revenues and expenditures which are obtained from 
the various provinces through the Public Finance 
and Transportation Division. The assistance of 
cooperating firms and governments is gratefully 
acknowledged. 


HERBERT MARSHALL 
DOMINION STATISTICIAN 
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INTRODUCTORY REVIEW 


NATURE OF THE QUARTERLY ESTIMATES 


The quarterly estimates of Gross National Prod- 
uct and Expenditure reflect quarter-to-quarter move- 
ments in the value of the Nation’s total production 
of new goods and services and show the distribution 
of income arising in the course of this production; 
they also indicate the manner in which production 
is utilized by the major spending groups. They are 
therefore useful in appraising the demand factors 
which sustain productive activity, and in assessing 
the underlying strengths and weaknesses in the 
current economic situation. In effect, the accom- 
panying tables constitute a quarterly accounting 
Summary for the economy as a whole not unlike the 
books maintained by business firms for the purpose 
of appraising past operations and making decisions 
regarding future action. 


Such quarterly estimates represent a logical 
extension of the basic annual National Accounts 
but the task of preparing them on a reliable and 
analytically useful basis is rather more difficult. 
The special problems involved in the estimation 
of income and expenditure on a quarterly basis will 
be apparent from the review of concepts, sources 
and methods given in Part Il. This review provides 
the background for appraising the nature of the 
statistics embodied in the quarterly figures and 
the quality of the overall statistical results. For 
convenience of reference, however, some of the 
major special problems encountered in the devel- 
opment of quarterly National Accounts data are 
briefly summarized here. 


First, there is the problem of availability of 
basic data. While the Bureau’s efforts during the 
last few years to develop basic monthly and quar- 
terly statistics have met with considerable success, 
monthly and quarterly information is still less plen- 
tiful than annual data. Accordingly, special inter- 
polation and projection procedures have had to be 
used in the quarterly estimates which are not re- 
quired in the annual figures. 


Secondly, although the concepts and definitions 
which underlie the annual estimates are theoreti- 
cally consistent with the requirements of the quar- 
terly data, a number of special problems of appli- 
cation arise when an attempt is made to convert 
this conceptual system to a quarterly basis. For 
example, the quarterly Gross National Product aims 
to measure the nation’s output through an accounting 
of all final costs arising in the course of production. 
Theoretically, it is desirable to include these costs 
on an accrual basis in order to relate them to the 
economic activity which gave rise to them. However, 
a consistent application of the accrual principle 
is not possible with the information available. The 
quarterly accounts are therefore necessarily based 


on a combination of data which are calculated on 
a cash basis on the one hand and on an accrual 
basis on the other, with some resulting unbalance 
in the accounts. While it is impossible to measure 
precisely the degree of this unbalance, it is be 
lieved that the conclusions reached in the following 
review are warranted despite the imperfections in 
the data. 


A special problem arises in connection with the 
measurement of income and production originating 
in the agricultural sector of the economy. Farm 
production has marked seasonal characteristics 
associated particularly with plant growth and in 
such cases it is difficult to assess the production 
and income represented by growing inventories not 
yet in market form. Thus, the harvesting of a grain 
crop in the fall of the year represents the culmina- 
tion of productive activity of previous periods. 
Theoretically, the value of this production might be 
accrued throughout the plowing, seeding and growing 
periods. As a practical statistical matter, however, 
it is impossible to assess the value of grain prod- 
uction in this way. Grain inventories are therefore 
counted as ‘‘production’’ or ‘‘income’’ only when 
they reach marketable form, i.e. after harveSting, 
and as a consequence, the income of farm operators 
is concentrated heavily in the third quarter of the 
year in the unadjusted statistical tables. 


Thirdly, there are problems of interpretation of 
the quarterly data. As indicatedon page 8, the quar 
terly figures of Gross National Product are subject 
to strong and persistent seasonal fluctuations. This 
is true even if the especially sharp movements of 
accrued net income of farm operators are eliminated 
from the totals. AS a consequence, their use for 
the purpose of appraising current economic trends 
is severely limited, unless account is taken of the 
special seasonal factors which recur with more or 
less intensity in the same quarter of each year. 


In order to eliminate insofar as is possible the 
effect of the seasonal fluctuations, those series 
which appear to exhibit them with more or less reg- 
ularity have been adjusted with seasonal indexes. 
The adjustment of a particular series may be of 
three kinds: (1) the same set of seasonal indexes 
may be applied to each year; (2) a progressively 
changing set of seasonal indexes may be applied to 
successive years; or (3) an abrupt change may be 
made in the seasonal indexes. The techniques em 
ployed are discussed in Part II, Section 2, of this 
report. As intimated above, the deseasonalization 
procedure is necessary in order to show whether a 
rise or fall in the level of the aggregates constitutes 
a turning point or trend in the basic economic situa- 
tion or whether it simply reflects a normal seasonal 
decline or upturn. 
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The deseasonalization technique, however, can 
remove the effects of seasonal factors in approxi- 
mate terms only. Since the technique is based on 
the seasonal patterns of a number of years, sea- 
sonal indexes, whether constant or changing, may 
be accurate only within a certain margin of error. 
In addition, as will be apparent from Part II Section 
2, the judgment of the statistician is necessarily 
involved in the deseasonalization procedure. 


Despite the difficulties inherent in the procedure 
for correcting the data for seasonal movements it 
is believed that the adjusted totals convey a truer 
impression of basic economic conditions than can 
be obtained from examination of the unadjusted 
magnitudes alone. When multiplied by four, the sea- 
sonally adjusted figures provide an indication of 
the size annual totals would assume if the economy 
continued to operate at the level of the quarter in 
question through four successive quarters. The 
totals so obtained are referred to as ‘‘seasonally 
adjusted at annual rates’’. 
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In the case of crop production, the ordinary meth- 
ods of adjusting the series for seasonal movements 
are inadequate. Crop production is characterized 
by concentration of output in the third quarter of 
the year and by large and erratic fluctuations about 
any average which may be constructed. Accordingly, 
the ordinary procedures for deseasonalization give 
rise to results which may create misleading impres- 
sions as to the movement of the Gross National 
Product. Pending the development of more satis- 
factory procedures, therefore, a simple expedient 
was employed of dividing the annual value of crop 
production into four equal parts in the seasonally 
adjusted tables. In going into a new year before 
the crop is known, production is estimated on the 
basis of average yields of preceding years, esti- 
mated acreage and initial prices. This preliminary 
first quarter estimate is revised later in the year 
as actual data become available. 


In the following review extensive use is made 
of the seasonally adjusted aggregates. 
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THE POST-WAR PERIOD TO 1952" 


The most impressive characteristic of the Ca- 
nadian economy during the period covered by this 
report has been the sustained high rate of industrial 
expansion and resource development and the accom 
panying growth in the country’s productive capacity. 
During the years from 1947 to 1952 the physical 
output of goods and services, aS measured by the 
Gross National Product in constant dollars, in- 
creased by 26 per cent, or 5 per cent per year an- 
nually compounded, compared with an average in- 
crease of 4 per cent per year during the period from 
1926 to 1952. 

Accompanying the expansion in the country’s 
physical volume of output from 1947 to 1952 the 


population of Canada increased by 15 per cent. This 
rather large increase in population has provided a 
wider market for the country’s production and, at 
the same time, haS made available additional workers 
for the labour force. Almost without exception, the 
labour force was fully employed during the period, 
the percentage of persons without jobs varying 
between 6.1 per cent at its highest point and 1.3 
per cent at its lowest. The number of persons with 
jobs increased by approximately 8 per cent between 
1947 and 1952. The latter increase is substantially 
below the rise of 26 per cent in the physical volume 
of production, indicating a considerable gain in 
output per person. 


1, All comparisons include Newfoundland for all years beginning with 1949, 
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This gain in output per person reflects, in part, 
the unusually favourable crop of 1952, and, more 
fundamentally, the high rate of capital investment 
which has taken place during the period. From 1947 
to 1952, gross domestic investmentin durable assets 
by private and government business enterprises a- 
mounted to close to $19 billion, representing, on av- 
erage, about 17.5 per cent of the country’s total out- 
put. This rate of investment is greatly in excess of 
any period since the late 1920’s when gross domestic 
investment (excluding inventories) constituted 18.2 
per cent of the national product. Further, the large 
capital expansion programme was accompanied by 
a marked shift in the composition of the labour 
force, from the agricultural sector with a relatively 
lower output per head, to the non-agricultural sector, 
with a relatively higher output per worker. Thus, 
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in 1952 the agricultural sector accounted for only 
16.8 per cent of the total labour force, compared 
with 22.8 per cent in 1947. Finally, it is probable 
that the rise in output per employed person is as- 
sociated with the series of discoveries in oil and 
other natural resources which have increased the 
country’s capacity to produce many of the basic 
industrial materials. 


The following pages provide a brief review of 
economic developments in Canada during the six 
years from 1947 to 1952, mainly within the confines 
of the major components of Gross National Product 
and Expenditure. Before turning to the chronological 
review, the broad outlines of the course taken by 
the major expenditure components are summarized. 
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SUMMARY OF MAJOR EXPENDITURE COMPONENTS 


The Canadian economy at the end of the war 
faced an extraordinary demand for all types of con- 
sumer and capital goods. Not only was there a huge 
accumulation of unsatisfied consumer and business 
needs, generated by wartime shortages and restric- 
tions, but a large volume of wartime savings was 
available to make these demands effective. Con- 


1. Between 1940 and 1945, personal saving (ex- 
cluding changes in farm inventories), increased by $7.8 
billion, while business saving (including depreciation 
allowances) increased by $7.1 billion. Much of this 
saving was in highly liquid form. For example, resident 
non-corporate holdings of Government of Canada secu- 
rities and bank deposits increased by $7.0 billion during 
the period; resident corporate holdings of this same 
type of assets increased by $3.6 billion. 


sequently, at the end of the war there was a very 
strong upsurge in personal expenditure on consumer 
goods and services, and in outlays for new con- 
struction, and new machinery and equipment. There 
was also a substantial buildup of business inventory 
stocks, in contrast with the war years, when addi- 
tions to stocks were moderate on the whole. These 
increases in expenditures of the personal and busi- 
ness sectors offset the sharp declines in govern- 
ment expenditure on goods and services which might 
otherwise have brought about a serious fall in prod- 
uction and employment. At the same time, the de- 
mand for Canadian exports remained strong through- 
out the transition period, with a substantial portion 
of the total financed by loans and advances to 
overseas countries. 
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Gross Domestic Investment 


As supplies became more readily available at 
home and abroad, the level of investment rose sharp- 
ly. In 1946, expenditures on new construction, ma- 
chinery and equipment were taking only 11.6 per 
cent of Gross National Expenditure, but in 1947 
the proportion had increased to 15.4 per cent. This 
proportion rose again in each of the two following 
years. However, in 1949, the strong upward trend 
was apparently weakening and throughout the year 
the seasonally adjusted quarterly data show a per- 
ceptible levelling off. This development was re- 
versed in the first half of 1950 when business ex- 
penditures on durable assets turned upward, al- 
though since prices were rising, the gain in constant 
dollars was more moderate. The upturn was greatly 
accentuated by the series of events which began 
with the outbreak of hostilities in Korea in mid 
1950; these brought a new urgency to the expansion 
of capital facilities and to the development of nat- 
ural resources. Business investment expenditures 
on construction, machinery and equipment continued 
to advance with few important interruptions through 
1951 and 1952, in physical terms, as well as in 
current dollars. Expenditures on housing, however, 
followed a different course. After substantial gains 
in the second half of 1950 expenditure on new resi- 
dential construction, seasonally adjusted, levelled 
off in the first quarter of 1951 and thereafter de- 
clined successively until the second quarter of 
1952. In the second quarter, an upward course in 
house-building activity was resumed which lasted 
through the remainder of the year. 


Accompanying the rise in expenditure on durable 
capital assets in 1946 and 1947, the business in- 
ventory buildup during these years was heavy, in 
sharp contrast with the war years when, for the 
most part, additions to business inventory stocks 
were moderate. By 1948, however, the rate of busi- 
ness inventory accumulation had declined substan- 
tially, especially if price changes are taken into 
account. Additions to business inventories were 
also moderate in 1949 and through the first part of 
1950. In the fourth quarter of 1950, following the 
outbreak of hostilities in Korea, there was a large 
upsurge in inventory accumulation which continued 
throughout the first half of 1951 after which the rate 
of accumulation began to fall. Nevertheless, for the 
year 1951 as a whole, the accumulation of business 
inventories was very large in physical as well as in 
value terms. Additions toinventories throughout 1952 
were very modest and at the manufacturing level 
there was a substantial net liquidation. 


Personal Expenditure on Consumer Goods and Services 


The large backlog of deferred demand and the 
high level of accumulated personal saving also 
found expression in a high rate of consumer spending 
in the transition period. In each of the years 1946 
and 1947, consumer expenditures rose by approxi- 
mately $1.2 billion. Demand for durable goods was 
particularly heavy. In 1948, there appears to have 
been a growing resistance to rising prices, while 
the emergency exchange conservation measures 
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restricted supplies of certain consumer goods; in 
real terms consumer expenditure was at a lower 
rate throughout 1948 than in the previous year. In 
1949, however, extraordinary payments in the form 
of refundable personal taxes and equalization 
and adjustment payments to farmers from the Ca- 
nadian Wheat Board contributedy among other fac- 
tors, to a resurgence of consumer spending; be- 
tween the first and second quarters of 1949, com 
sumer expenditure, seasonally adjusted, rose both 
by value and by volume and remained at a high level 
for the remainder of the year. In addition, there was 
a considerable inventory build-up in the first half 
of the year. These developments accompanied the 
levelling off in investment expenditures which was 
becoming apparent in 1949, and helped to maintain 
national income at a high level, despite the reces- 
sion which had developed in the United States. The 
outbreak of hostilities in Korea in mid-1950 gave 
a further impetus to consumer spending,- reinforcing 
an upswing which was already under way. The 
heavy demands of the latter period were, in large 
part, a reflection of expectations of shortages and 
higher prices. However, as the year 1951 progressed 
and expected shortages did not materialize, con- 
sumer spending levelled off; by mid-1951 the volume 
of consumer purchasing had dropped below the level 
of the previous year, a reflection, in part, of the 
heavy forward buying of the immediate post-Korean 
period and, in part, the effects of government meas- 
ures to contain inflation and to direct resources to 
defence requirements. In the early part of the fol- 
lowing year, however, the upward course of con- 
sumer buying was resumed; in volume terms the 
first quarter of 1952 was very close to the high 
level reached in the first quarter of 1951, and for 
the remainder of the year consumer buying greatly 
exceeded the corresponding period of a year earlier. 


Government Expenditure on Goods and Services 


The upsurge of investment and consumer ex- 
penditures in the transition period offset the drastic 
declines in government expenditure on goods and 
services for war purposes. Between 1945 and 1946 
government expenditure on goods and services de- 
clined by approximately $1.9 billion, from $3.7 
billion to $1.8 billion. It is clear that this huge 
contraction in demand would have set off a major 
decline in employment and income had there been 
no offsetting increases in other sectors of the econ- 
omy. By the middle of 1947, government expendi- 
tures had reached their post-war low. Thereafter, 
they began to turn upward again, partly in response 
to the initiation of war-deferred capital construction 
projects. AS a percentage of Gross National Ex- 
penditure, however, government expenditure on goods 
and services showed little variation in the years 
1947 to 1950, when they were absorbing about 12 
to 13 per cent of total output, compared with 42 per 
cent in the peak war year 1944. The outbreak of 
hostilities in Korea in 1950 added new defence 
demands to normal expenditures, and government 
outlay began to turn upward at a relatively sharp 
pace. In 1952 total government expenditure on goods 
and services absorbed approximately 18 per cent 
of Gross National Expenditure, with defence out- 
lays accounting for 8 per cent. 
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Exports and Imports of Goods and Services 


In the foreign sector, Canada’s postwar econom- 
ic expansion has shown considerable variation. At 
the close of hostilities many overseas countries 
were faced with the task of reconstructing and re- 
habilitating the war-devastated areas, and this 
brought with it a heavy demand for Canadian ex- 
ports. Thus, although exports of goods and services 
declined somewhat from 1945 to 1946, they were 
nevertheless maintained at a high level and in 1947 
they turned upward in current dollars, though there 
was a small decline in volume. Meanwhile, heavy 
domestic demands for capital and consumer goods 
and the build-up of inventories greatly stimulated 
the flow ot imports. The latter required cash pay- 
ment, whereas a substantial portion of exports to 
overseas countries in these years had been financed 
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by the extension of grants and loans abroad by the 
Canadian Government. Accordingly, Canada’s ex- 
change reserves by the end of 1947 were down to 
a critically low level, and a comprehensive pro- 
gramme of import restrictions and exchange conser- 
vation was imposed. 

In the first quarter of 1948 the volume of imports, 
seasonally adjusted, declined substantially against 
a background of exchange conservation measures, 
lower inventory accumulation and a downturn in the 
volume of consumer purchasing in the face of rising 
prices. Although in the successive quarters the 
value of imports, seasonally adjusted, eased upward, 
this was due partly to price increases; the volume 
of imports remained well below the levels of the 
previous year. The value of exports showed a more 
pronounced upward trend throughout the year, with 
the volume being well maintained. 
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In 1949, by contrast, there were some declines 
in the value and volume of exports of goods and 
services, while imports were running at a rate some- 
what higher than the preceding year. Imports showed 
increasing strength in the first half of 1950, re 
flecting the strengthening of economic activity, 
greater availability of supplies in overseas markets 
and the currency devaluations of September 1949. 
The value of exports, seasonally adjusted, also 
rose in the second quarter of 1950 after some hesi- 
tancy in the preceding quarter. 


With the outbreak of hostilities in Korea in mid- 
1950 and the ensuing acceleration in inventory ac- 
cumulation, capital expansion, and economic activ- 
ity generally, the rising trend of imports gained in 
vigour, reaching a peak in volume and value terms 
in mid-1951. Import prices were rising rapidly in 
this period, and the value gains were very large. 
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In the last half of 1951, as import prices fell sharp- 
ly, the value of imports declined and remained at 
these lower levels throughout most of 1952.However, 
the value decline in 1952 was entirely due to the 
drop in import prices; in volume terms, imports rose 
almost continuously throughout the year. 


The value of exports of goods and services also 
shoWed a strong and sustained upward movement 
following the outbreak of the Korean conflict, reach 
ing a peak in the first quarter of 1952. However, 
the rise in the value of exports was less rapid than 
that of imports, and export prices rose more slowly. 
Thus, there was'some deterioration in the terms of 
trade * in the latter half of 1950 and the first half 


1. That is, the import purchasing power of a unit 
of Canadian exports. 
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of 1951, and this contributed to the deficit which 
was sSuStained on current account in each of these 
two years. In the latter half of 1951, the value of 
exports and export prices continued to rise, while, 
as noted above, the value of imports and import 
prices declined. The improvement in the terms of 
trade in the last half of 1951 continued throughout 
1952, as export prices declined more slowly than 
import prices. Despite the fall in prices, however, 
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the value of exports was well maintained in 1952. 
For the year as a whole, a value gain of 10 per cent 
occurred, the major part of which was accounted 
for by heavier exports of grain. Reflecting the im 
provement in the terms of trade and the high level 
of grain exports, the deficits on current account of 
the two previous years were replaced by a surplus 
inelO5 2. 


IMPORTS OF GOODS AND SERVICES 
See — ho oc 


BILLION 
$ oes 


~ 


Weg 


(SEASONALLY "ADJUST ED AT ANNUACPRATES)) 


J, 
/ 
te 


we. ae a= 
\ 
\ A ais 7 


VOLUME 


pe pete |v sR Pr pe 


1948 1949 


195.0 nO] 


EXPORTS OF GOODS AND SERVICES 
lor aoa 


BILLION 


# 6.0 


(SEASONALLY ADJUSTED AT ANNUAL RATES) 


ve 


VOLUME 


16 


Prices 


Canadian price levels were deeply affected by 
price movements abroad in the post-war period. 
Price developments in the United States, with whom 
Canada conducts a very large part of her export 
and import trade, were of particular importance. 
Added to this were the intense pressures on supply 
generated by the internal demands described above. 
Thus, with the relaxation of controls in the second 
half of 1946 and their progressive removal during 
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1947, the latent pressures on prices became mani- 
fest and a sharp advance in the price level took 
place. Between June 1946 and December 1947, the 
wholesale price index rose by 28.4 per cent and the 
consumer. price index by 18.1 per cent. Demand 
continued to press capacity throughout most of 1948, 
while the impact of rising import prices continued 
strong. Removal of the Canadian export embargoes 
on coarse grains, cattle and beef exposed Canada’s 
agricultural supplies more fully to the influence 
of the high United States price level. However, 
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toward the end of 1948 there appears to have been 
a Slackening of the pressure on prices and by 1949 
supply and demand forces were once again coming 
into balance; in particular, external influences eased 
their upward pressures on the Canadian price level. 
Thus, between January and December 1949, the 
wholesale price index declined by 1.8 per cent, 
while the consumer price index rose by only 0.7 
per cent. However, prices were firming in the first 
half of 1950, and this upward tendency was greatly 
intensified by the outbreak of hostilities in Korea 
in June of that year. The latter development gave 
rise to strong new domestic and external demands 
as indicated above, and touched off a further round 
of rapidly rising prices which was world-wide in 
scope. By mid-year 1951, however, demand was 
subsiding again, and wholesale prices had begun 
to fall. By the first quarter of 1952, most major price 


END OF RECONVERSION 


Emerging Peacetime Pattern in 1947 


Gross domestic investment in new construction, 
machinery and equipment rose steadily throughout 
1947, and, for the year as a whole, was 52 per cent 
above the year 1946. Investment expenditures on 
new machinery and equipment, in particular, showed 
large increases amounting to 74 per cent of the pre- 
vious year. The demand for housing was also heavy, 
with an increase of 36 percent over 1946, and this 
percentage rise was almost matched by the gain in 
new nor-residential construction. At the same time 
the large build-up of business inventories continued 
throughout the year, being concentrated mainly in 
the manufacturing, retail and wholesale trade group. 
To a large extent, however, these rapid gains in 
gross domestic investment in construction, machin- 
ery, equipment and inventories reflected price im 
creases, but the expansion in volume for the year 
as a whole was nevertheless considerable, 31.4 per 
cent above 1946. 


The substantial rise in personal expenditure on 
consumer goods and services in 1947, amounting 
to 15 per cent by comparison with 1946, was quite 
steady throughout the year. In current dollars, du- 
rable goods purchases rose by 44 per cent above 
1946. It should be noted, however, that volume-wise, 
gains in total consumer spending and durable goods 
purchases were considerably smaller than the value 
figures indicate, since prices were rising rapidly 
in this period. For the year as a whole, the volume 
of total consumer expenditure showed a gain of about 
5 per cent over 1946. 


Government expenditure on goods and services 
continued its decline into the second quarter of 
1947, as carryovers on federal wartime commitments 
were liquidated. By mid-year, however, a post-war 
low had been reached and thereafter government 
expenditure began to move gradually upward, partly 
in response to rising outlays for capital construction 
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indicators were moving downward and these declines 
continued throughout the year. 


Sub-Division of Period From 1947 to 1952 


The post-war period from 1947 to 1952 may be 
conveniently viewed in three separate phases: the 
period of reconversion and transition to a peace 
economy ending in 1948, which was characterized 
by powerful economic pressures- coming from the 
demand side, the progressive relaxation of controls, 
and rapidly-rising prices; the period 1949 to the 
second quarter of 1950, during which supply and 
demand forces achieved a more balanced relation- 
ship and inflationary pressures subsided; and the 
period from mid-year 1950 to 1952, during which the 
influences set in motion by the outbreak of hostili- 
ties in Korea were dominant. 


AND TRANSITION, 1947-1948 


projects which had been deferred by the war. For 
1947 as a whole government expenditure on goods 
and services was about 14 per cent below the pre- 
vious year. 


Exports of goods and services rose moderately 
in value for the year 1947, following the decline 
between 1945 and 1946. However, this rise between 
1946 and 1947 was entirely due to price increases; 
in volume terms there was a moderate decline. In- 
ports of goods and services, on the other hand, rose 
very sharply in value, by 26 per cent over the pre- 
vious year; in physical terms, the rise was about 
9 per cent. This large gain in imports in 1947 was 
a reflection of the heavy domestic demands dis- 
cussed above. 


Important changes took place in Canada’s bal- 
ance of payments situation in 1947. A large portion 
of Canadian exports in 1946 and 1947 had been 
financed by the extension of loans and grants a- 
broad; in 1947, for example, 20 per cent of our com- 
modity exports were financed in this way. At the 
same time, the buoyant levels of consumer expendi- 
ture and gross domestic investment in machinery 
and equipment and in inventory accumulation had 
evoked a vigorous flow of imports which required 
cash payment. As a result of these and other factors 
relating to capital outflows, Canada’s exchange 
reserves fell by the end of 1947 to a critically low 
level. In November 1947, the federal government 
adopted a programme of import restrictions over a 
wide range of commodities, raised commodity taxes 
on goods having a high import content, and imposed 
further controls over dealings in foreign exchange: 


The high and rising level of the nation’s expend- - 
iture in 1947 generated successive increases in 
most components of the National Income. Wages and 
salaries, which account for two-thirds of the National 
Income, rose steadily throughout the year; average 
weekly earnings in the nine leading industries rose 
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by 16.7 per cent between January and December. 
Net income of nomfarm unincorporated business 
also shared in the general quarter-to-quarter in- 
creases, while investment income advanced in the 
first two quarters, rose less than seasonally in the 
third and levelled off in the fourth quarter. 


On balance, the year 1947 was one of rapid tran 
sition from a semi-demobilized economy to one 
geared to peacetime patterns of demand and prod- 
uction. The current dollar value of Gross National 
Product increased substantially and, if allowance 
is made for normal seasonal movements, increases 
in the value of production occurred without serious 
interruption. However, the rise in the value of Gross 
National Product of 14.5 per cent for the year as a 
whole was largely accounted for by price increases; 
in volume terms the increase in production was 
rather small. This volume gain was nevertheless 
the first of the increases in physical output to take 
place in the post-war period and contrasted sharply 
with 1945 and 1946, when declines occurred. Per- 
sistent shortages in the face of heavy demand (both 
at home and abroad), a general rise in world prices, 
difficulties accompanying reconversion, and the 
progressive relaxation of price controls throughout 
the year, were the main factors behind the rise in 
prices. From January to December 1947, the general 
index of wholesale prices rose from 145.4 to 180.2, 
a gain of 24 per cent; in the same period, the con- 
sumer’s price index rose by 15 per cent. 
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End of Transition Phase in 1948 


The year 1948 opened with inflationary pressures 
still prominent and the major price indexes showing 
sharp gains in the first quarter. Demand continued 
to press capacity throughout most of the year, but 
by the fourth quarter an easing of the situation was 
becoming apparent, with wholesale and retail prices 
showing a pronounced tendency to level off. 


Investmeni in new construction!, machinery and 
equipment continued to show marked increases in 
1948, in physical terms as well as in current value. 
For the year as a whole, a value increase of 27 per 
cent above 1947 was recorded, while the volume 
gain was 12 per cent. 


Following the substantial build-up of inventories 
which occurred in the previous two years, additions 
to stocks of business inventories were much smaller 
in 1948. The most notable decline in the rate of 
accumulation occurred in manufacturing, but the 
build-up in wholesale and retail trade also fell off 
sharply. In the first half of the year there was some 
net physical liquidation of business inventories, 
and throughout the remainder of 1948 the overall 
rate of accumulation was in general well below the 
levels of 1947. 


The current value of personal expenditure on 
consumer goods and services rose by 10 per cent 
between 1947 and 1948, but this was entirely due 
to price increases; in physical terms there was a 
decline of 2 per cent. This decline in the volume 
of consumer purchasing in 1948 affected the entire 
year, with quarterly levels remaining consistently 
below those of the year 1947. While it is probable 
that exchange conservation measures, by limiting 
supplies of certain goods, exercised a restraining 
influence on consumer purchasing in 1948, there 
was also apparently some difficulty in consumers 
maintaining the previous volume of purchases while 
prices were rising more rapidly than money incomes?. 


Government expenditure on goods and services 
continued to increase throughout 1948, if account 
is taken of seasonal factors, but the rise was mod 
est. In value terms a gain of 15 per cent occurred 
for the year as a whole; in volume terms, however, 
the gain was only about 3 per cent. 


In the foreign sector, there was a decline of 12 
per cent in the physical volume of imports between 
1947 and 1948, although the current dollar value 


rose slightly. This development partly reflects the 


1. Some discontinuity occurs in the new residential 
construction series between the first and second quar- 
ters of 1948. Veterans’ rental housing, which is included 
with government expenditure on goods and services 
prior to the second quarter of 1948, is included with new- 
residential construction thereafter. 

2. Between the fourth quarter of 1947 and the 
fourth quarter of 1948, the consumer price index rose by 
11 per cent, while personal disposable income rose by 
only 7 per cent. 
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influence of emergency exchange conservation meas- 
ures, but is probably also associated with the low 
rate of inventory accumulation which followed the 
heavy build-up in stocks in the previous years. In 
volume terms, the quarterly flow of imports was 
well below the previous year in all four quarters. 
The volume of exports, on the other hand, rose 
slightly above 1947, with all of the volume gain 
occuring in the last half of the year. The rise in 
the value of exports was quite substantial for the 
year as a whole, reflecting in part the lifting of 
Canadian export embargoes on coarse grains, cattle 
and beef. 


Thus, throughout 1948, the quarterly volume of 
consumer expenditures, inventory accumulation, and 
imports were running at a lower level than in 1947. 
By contrast, the physical volume of exports, resi- 
dential and non-residential construction, and invest- 
ment in machinery and equipment were, in general, 
at a higher quarterly rate tham in the previous year. 


While inflationary pressures continued! through- 
out most of 1948, there was a pronounced levelling 
off in prices toward the end of the year. Between 
the third and fourth quarters, the rise in the general 
wholesale price index was only 2 per cent compared 
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with a rise of 7 per cent between the first and third 
quarters. Canadian farm products’ prices were de- 
clining at the year’s end. The strong sellers’ market 
which had existed since the end of the war appeared 
to have weakened considerably in 1948, reflecting 
the attainment of a better balance between supply 
and demaiud. At the same time there was an easing 
off of external pressures on the Canadian price 
level. 


Compensation of employees rose continuously 
throughout 1948, if allowance is made for the normal 
seasonal drop in the first quarter; average weekly 
earnings in the nine leading industries showed a 
further gain of 15.9 per cent between January and 
December. Accrued net income of farm operators 
was higher for the year as a whole. Investment in- 
come, seasonally adjusted, showed modest succes- 
sive gains, after a slight decline in the second 
quarter. 


For the year 1948 as a whole, the dollar value 
of Gross National Product was 13.4 per cent above 
1947, and about 3 per cent higher in terms of physi- 
cal volume. This increase in physical terms com- 
pares with a rise of only 1 per cent between 1946 
and 1947. 


STABILITY AT HIGH PRODUCTION LEVELS, 1949 TO MID-YEAR 1950 


The second period of Canada’s post-war devel- 
opment, 1949 to mid-year 1950, was, in general, one 
of comparative price stability, accompanied by a 
high level of production, employment and income. 
The excessive demands of the previous few years 
had given way to a more balanced pattern in relation 
to the supply of goods and services. However, the 
outbreak of hostilities in Korea in June 1950 marked- 
ly altered the balance of economic forces and 
couched off a further round of inflation which carried 
the economy into its third post-war phase. 


Supply and Demand in Balance, 1949 


In 1949, the coming into balance of supply and 
demand forces which became apparent toward the 
end of the previous year continued. The year opened 
with prices tending downward. Although the general 
level of prices for the year as a whole was con- 
siderably above the average for 1948, there were 
no important price increases during the year. Farm 
and wholesale prices showed declines between 
January and December 1949, while the consumer 
price index rose only fractionally. External influ- 
ences were easing their upward pressures on the 
Canadian price level and both import and export 
prices were relatively steady during the year. 


1. The removal of Canadian export embargoes on 
coarse grains, cattle and beef in 1948 were a contributing 
factor to the rise in prices; Canada’s agricultural supplies 
and prices were thereby more fully exposed to the in- 
fluence of the higher United States price level. 


A notable feature of the year 1949 was the lev- 
elling off in the quarterly rate of expenditure for 
fixed investment in durable assets. This development 
is apparent even on examination of the unadjusted 
data, but can be seen more clearly by eliminating 
the effects of normal seasonal factors. On a sea- 
sonally adjusted basis, quarter-to-quarter outlays 
for durable capital assets had risen almost stead- 
ily since the beginning of 1947, but by the beginning 
of 1949 the strong upward trend hadapparently slack- 
ened. Housing expenditures remained level through 
1949 if allowance is made for the influence of the 
usual seasonal factors. The rate of growth in new 
non-residential construction also slowed down 
markedly, while the seasonally adjusted figures of 
investment in new machinery and equipment showec 
some declines. For the year as a whole, the value 
and volume gains in investment expenditures were 
considerably less than in the two preceding years. 


Additions to business inventories in 1949 were 
concentrated in the first half of the year; for the 
year as a whole, the build-up of inventories was 
moderate. 


Stimulated by special payments in the form of 
refundable taxes, large grain equalization and ad- 
justment payments, and by reduction in income taxes, 
consumer expenditures in 1949 rose very substan 
tially; since prices were stable, the rise in volume 
terms was also quite considerable. In the first quar- 
ter, the volume of consumer buying was about the 
same as in the corresponding period of 1948, but 
it rose sharply in the second quarter and remained 
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at a high level; for the balance of the year 1949, 
the volume of consumer spending was well above 
that of the previous year. 


There was some decline in the value and volume 
of exports of goods and services in 1949; in volume 
terms, the quarterly flow of exports was consist- 
ently below that of the previous year. On the other 
hand, the value and volume of imports showed a 
moderate rise over 1948, with the gains occurring 
in the first three quarters of the year. For the year 
as a whole, there was a modest surplus on overall 
current account?/, 


It is interesting to compare economic develop- 
ments in Canada in 1949 with those in the United 
States, where a mild recession was underway. Busi- 
ness investment in plant and equipment and resi- 
dential construction were falling off in the United 
States in the first half of the year, but the major 
setback occurred in the inventory sector which 
shifted from a position of net accumulation to one 
of fairly heavy liquidation. At the same time, con- 
sumer spending, after eliminating the effect of sea- 
sonal influences, remained relatively stable through- 
out the year. By contrast, in Canada, the build-up 
of physical stocks of business inventories was con- 
siderable throughout the first half of the year, al- 
though the rate was moderate forthe year as a whole. 
Moreover, the value of consumer purchases in 
Canada, after allowing for seasonal factors, rose 
very sharply between the first and second quarters 
and remained at a high level for the remainder of 
the year. These two Canadian developments provided 
the main source of strength in the economy at a time 
when fixed investment expenditures in Canada were 
levelling off. Thus, Canada did not follow the United 
States into recession in the first half of 1949. As 
the accompanying chart shows, labour income con- 
tinued to rise in Canada, though at a less rapid rate 
than in 1948, while the numbers of persons without 
jobs rose only moderately. 


Although the Canadian economy did not experi- 
ence the decline in National Income which accom- 
panied economic developments in the United States 
in 1949, it is important to note that declines or 
slowing down in growth occurred in a number of the 
major income components during the year, reflecting 
in part the disappearance of inflationary pressures, 
and in part the general slowing down in the pace of 
industrial activity. The total of investment income, 
including corporation profits, showed a greater than 
seasonal decline in the first quarter and although 
the trend firmed somewhat in the second half of the 
year the level of investment income for 1949 was 
below that of the preceding year. The trend of net 


1. It may be observed in passing that in September 
1949, many countries having important trade relations 
with Canada devalued their currencies by approximately 
30 per cent, and Canada followed with a 10 per cent 
devaluation in terms of the United States dollar. The 
effect of these actions is more readily discernible in 
the aggregate figures of the first quarter of 1950, than 
in the fourth quarter of 1949. 
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income of nomfarm unincorporated business was 
similarly downward if normal seasonal movements 
are taken into consideration, while, for the year as 
a whole, accrued net farm income was somewhat 
lower. 
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For the year 1949, as a whole, the value of 
Canada’s Gross National Product increased by 5 
per cent, while the volume of total output rose by 
approximately 3 per cent. However, Newfoundland 
is included for the first time in the figures of the 
year 1949, and somewhat less than one-half of the 
increase in volume of production is accounted for 
by this fact. It seems quite clear that the underlying 
economic forces which had generated a 3 per cent 
increase in the volume of total output in 1948 were 
somewhat less strong throughout the year 1949. 


Developments in First Half of 1950 


Economic developments in 1950 were dominated 
by two clearly marked upswings. While seasonal 
movements obscure the pattern in the unadjusted 
data, reference to the seasonally adjusted data more 
clearly reveals the basic underlying trends, The 
first upward movement occurred in the early part 
of the year when business expenditure on non-resi- 
dential construction and machinery and equipment 
revived after the levelling off in 1949; the rate of 
the inventory build-up also increased. At the same 
time, personal expenditure on consumer goods and 
services continued the rise which began in the 
preceding year. The second upward movement took 
place in the latter half of 1950, following the out- 
break of hostilities in Korea in June. This second 
advance was marked by powerful new pressures 
stemming from the demand side, and a resurgence 
of inflationary influences, both of which greatly 
altered the general economic outlook. These latter 
developments belong to the third phase of Canada’s 
post-war economic experience, and are discussed 
in a later section. 
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At the beginning of 1950, the proportion of the 
labour force seeking work in Canada was _ higher 
than at any time in the post-war period, amounting 
to 6 per cent of the total. This development was 
largely regional and was concentrated to a large 
extent in the forestry industry; it reflected in part 
the adverse weather conditions of the winter of 
1949-50 which had seriously interfered with logging 
operations in British Columbia, and in part, the 
cut-back in purchases of forest products by the 
United Kingdom. Elsewhere in the economy there 
were indications that a general strengthening of 
activity was beginning to get under way. 


When allowance is made for seasonal factors, a 
pronounced pickup may be noted in the first quarter 
of the year in the rate of business outlay for new 
durable assets and inventories, although expenditure 
on housing remained at the level prevailing in the 
previous year. The trend of consumer expenditures 
was also upward in the first “quarter. In line with 
the general strengthening of these demand factors, 
imports of goods and services also began to rise, 
taking into account seasonal factors. On the other 
hand, there was a greater than seasonal decline in 
exports of goods and services, and a deficit om cur- 
rent account was incurred!, 


THE ECONOMY, 


The third phase of Canada’s post-war economic 
experience begins logically with the outbreak of 
the Korean conflict in June 1950. This marked the 
beginning of the adjustment to a defence economy 
and the renewal of inflationary pressures. The review 
which follows discusses the quarterly data of this 
period within the context of the annual figures. 
However, it is important to note that three fairly 
clear-cut stages are discernible in this third phase 
of Canada’s post-war development, and these over- 
lap the divisions of the annual data. Each stage is 
characterized by a significant difference in the pat- 
tern and strength of final demand, with the change 
occurring within the calendar year. 


‘The first stage, covering the period mid-1950 to 
about mid-1951, was one of heavy abnormal demands 
for consumer goods and business inventories, based 
on fears of shortages and expectations of higher 
prices. In this period, defence expenditures played 


1. This was the beginning of a series of deficits 
which continued until the fourth quarter of 1951. The 
largest deficits occurred after the outbreak of the conflict 
in Korea in mid-1950; the volume of imports rose more 
sharply than the volume of exports, while there was 
some deterioration in the terms of trade. Among the 
factors associated with the deficits in the first half of 
1950 (which were considerably smaller than the post- 
Korean deficits) may be mentioned the attempt of sterling 
area countries to reduce their dollar purchases following 
the devaluation of 1949, the improved competitive position 
of steriing countries in the Canadian market, the succes- 
sive relaxation of exchange conservation measures, and 
higher payments for services. 
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Although the value of the Gross National Product 
in the first quarter was at approximately the same 
rate as in the last quarter of the previous year, the 
pickup in business and consumer expenditures noted 
above appears to reflect an underlying expansionary 
tendency. This upward tendency was reinforced in 
the second quarter by an even greater upswing in 
consumer expenditures, and by a rise in exports of 
goods and services. Gross domestic investment in 
durable assets, excluding housing, also showed 
larger than seasonal increases, while the moderate 
rate of inventory accumulation continued. Imports 
of goods and services continued to rise, and despite 
the improvement in Canada’s export trade, a further 
deficit was sustained on overall current account. 
On balance, a considerable increase occurred in 
Gross National Product in the second quarter. 


From the foregoing brief review, it will be clear 
that the rise in Gross National Product which is 
shown for the year 1950 as a whole, was well under- 
way before the outbreak of the conflict in Korea in 
June. In the first half of the year, most components 
of the National Income were moving upward. It may 
be noted too that, while inflationary pressure became 
severe after the outbreak of hostilities in Korea, 
prices were rising moderately in the,second quarter. 


MID-1950 TO 1952 


a limited, though increasingly important role, with 
the rearmanent programme mainly in the preparatory 
stage. Prices rose veryrapidly. 


The second stage begins broadly about the mid- 
die of 1951, when a reaction to this heavy forward 
buying apparently set in and these inflated consumer 
and business demands subsided against a background 
of anti-inflationary measures enacted by the Federal 
Government; the volume of housing also fell off 
sharply: The major expansionary elements in the 
economy in this period were a growing volume of 
requirements for defence, investment in non-resi- 
dential construction, machinery and equipment, and 
exports. The strong inflationary influences of the 
immediate post-Korean period were beginning to 
subside in this second stage, and by early 1952, 


the downward trend of prices had become general, f 


A third pattern is discernible beginning early 
in 1952, when a strong revival of consumer pur- 
chasing and a sharp upturn in housing outlays were 
superimposed on the growing volume of expenditures 
in other sectors. By the middle of 1952, the volume 
of consumer purchasing was once again exerting 
an important expansionary influence, based on the 
increase in ‘‘real’’ income which had been achieved 
since the beginning of the year, while housing out- 
lays were continuing to rise. The trend of prices 
was downward throughout the year. 


These three stages in the changing pattern of 
demand in the post-Korean period are among the 
more significant features of the review that follows. 
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CHANGES IN SELECTED ITEMS,!1950-1952 
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Developments in the Latter Half of 1950 


The outbreak of the conflict in Korea was fol- 
lowed by an upswing of demand in most sectors of 
the economy. In particular, the total of consumer 
expenditure in the third quarter, both before and 
after adjustment for seasonality, rose sharply above 
the already high levels of the second quarter; the 
increase in durable goods purchases was especially 
noteworthy. This strong upsurge in consumer 
spending was apparently associated with a splurge 
of precautionary buying in anticipation of supply 
difficulties and higher prices. Substantial increases 
are also shown for expenditures on housing, non- 
residential construction, and new machinery and 
equipment, if seasonal factors are accounted for. 
Exports rose only seasonally, but imports showed 
a substantial gain and the deficit on current account 
was continued. In contrast to the above increases, 
there appears to have been some liquidation of in- 
ventories inthe third quarter!. 


It may be noted that a development of importance 
in the field of international finance in the third 
quarter was the freeing of the Canadian dollar on 
September 30, following the heavy influx of specu- 
lative capital into Canada. 


The major feature of the fourth quarter of 1950 
was the huge accumulation of inventories. This 
movement into inventories was, in part, a conse- 
quence of expectations of shortages and higher 
prices in the setting of a highly uncertain interna- 
tional situation. At the same time, the level of 
personal expenditure remained very high. Housing 
expenditures, seasonally adjusted, continued to 
increase, but outlay on nomresidential construction 
remained level; expenditures on new machinery and 
equipment declined. Exports increased more than 
seasonally, while imports continued their vigorous 
upward trend, and a deficit on current account was 
again incurred. 


The price rise which accompanied the develop- 
ments in the last two quarters of 1950 was world- 
wide, so that in addition to domestic pressures, 
Canadian prices were subject to the influence of 
a rapidly rising international price level. Between 
June and December 1950, the general index of whole- 
sale prices rose by 8 per cent, while the consumer 
price index rose by 5 per cent. 


A number of fiscal and economic measures de- 
signed to curb excessive spending and to release 
resources for the defence programme, were introduced 
in the fourth quarter of 1950. In October, the Bank 
of Canada raised its re-discount rate as a step in 


1. It is aifficult to assess with confidence the 
movement shown by inventories in the third quarter in 
view of the large residual error of estimate which is 
present. Moreover, the residual error changes abruptly 
from a large negative in the third quarter to a large 
positive in the following quarter. It is possible that a 
part of the inventories of the fourth quarter are properly 
assignable to the third quarter. 
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the direction of encouraging restraint over the 
volume of credit. In November, the government 
imposed direct controls over the use of consumer 
credit, and in December controls were established 
over the use of steel. 


In summary, the most notable features of the 
year 1950 were the large investment in inventories, 
the increase in the volume of consumer spending, 
the sharp rise in imports of goods and services 
relative to exports, and the rise in the price level. 
The deficit which was incurred on current account 
was the first since 1944. Most elements of the 
National Income showed major gains, with investment 
income advancing much more rapidly than other 
income components. The national output increased 
by approximately 6 per cent in physical volume, the 
largest increase in any of the postwar years up to 
that time, while the value of total output rose by 
about 11 per cent. 


Adjustment to a Defence Economy, 1951 


The year 1951 was, in general, one of rapid 
accomodation to the requirements of the developing 
defence programme, in a highly inflationary setting. 
The remarkable flexibility and productivity of the 
economy is demonstrated by the fact that by the 
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end of the year inflationary pressures were sub- 
Siding, and resources were becoming increasingly 
available over and above defence requirements. 


Developments during the year were largely con- 
ditioned by the defence programme and the various 
economic and fiscal measures required to re-direct 
resources to defence preparedness and to curb in 
flationary pressures. The fall Budget of 1950 had 
provided for substantially increased defence com 
mitments. The later Budget of April 1951 provided 
for defence expenditures totalling $1.7 billion. This 
large expansion programme, superimposed upon an 
economy operating close to its productive capacity 
and in which demand pressures were already severe, 
called for more stringent measures to divert re- 
sources from less essential uses and to ease the 
pressures on the price level. In these circumstances, 
the government followed a strict ‘‘pay-as-yougo’’ 
policy in financing the new defence programme. To 
this end, in April, it raised taxes on personal and 
corporation incomes and imposed new and higher 
taxes on consumer durable goods. A further measure 
aimed at discouraging nonessential investment 
projects provided for the deferment for income tax 
purposes of depreciation allowed on capital expend- 
itures except in certain specified ,circumstances. 


Supplementing these budgetary measures, it 
was agreed in February at a meeting of the Bank 
of Canada and the general managers of the chartered 
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banks that an effort should be made (which proved 
broadly successful) to avoid further expansion of 
bank credit during 1951. In March, steps were taken 
by the federal government to stiffen the existing 
consumer credit regulations by raising down pay- 
ments and reducing the time-limit for completion of 
payment. At the same time, the interest rate to 
borrowers on government-assisted residential housing 
mortgages was raised, and down-payment require 
ments were increased. Throughout the year controls 
were extended over the use of steel, aluminum, 
copper, brass and nickel, and the direct allocation 
of these materials for defence projects was estab- 
lished. 


These developments had an important effect on 
the movements of the basic components of Gross 
National Expenditure in 1951. At the same time, 
as the year progressed, it appears that an easier 
market psychology was beginning to develop, both 
domestically and abroad, with demand factors sub- 
siding to more normal levels. This situation seems 
to have been a reaction to the heavy forward buying 
of the initial post-Korean period; in addition, ex- 


pectations of shortages, which were exerting an. 


important influence on demand immediately after 
Korea, had not materialized to the extent anticipated. 
By mid-year 1951, the high rate of inventory accu 
mulation had fallen off, and the volume of consumer 
purchasing had dropped below the level of the 
previous year. World prices of many primary comr 
modities, which had been bid up to extreme levels, 
fell sharply as demands became more normal. The 
middle of 1951 thus marked the beginning of a 
second stage in the post-Korean period. 


As the year 1951 opened, a second wave of 
precautionary buying appeared to be under way fol- 
lowing a deterioration of the military situation in 
Korea late in 1950. Personal expenditure on con- 
sumer goods and services, seasonally adjusted, 
rose by 6 per cent between the fourth quarter of 
1950 and the first quarter of 1951, and durable 
goods purchases showed a gain of 20 per cent. 
The inventory build-up continued at a heavy pace, 
particularly in the retail trade group. At the same 
time, the rate of expenditure on norresidential 
construction and new machinery and equipment, 
seasonally adjusted, showed a large gain, although 
outlay for new housing remained level. The trénd 
of both exports and imports, seasonally adjusted, 
was also strongly upward, but imports continued 
to rise at a faster rate, and there was a substantial 
deficit on current account. To a large extent, the 
above increases reflect the rapid price rise of the 
period; but the gain in imports in real terms was 
also very substantial, when allowance is made for 
seasonal factors. 


By the second quarter of 1951, a reaction to 
the heavy precautionary buying of the preceding 
quarters was apparently in progress. Anticipated 
shortages had not materialized to the extent ex- 
pected, many consumers had over-bought, and anti- 
inflationary measures of the government were con- 
tributing to the easing of demand. The value of 
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consumer expenditure, seasonally adjusted, rose 
moderately in the second quarter, but when price 
changes are taken into consideration there was a 
decline in volume. This decline in the volume of 
consumer buying continued throughout the third and 
fourth quarters of 1951, after accounting for sea- 
sonal factors. In the case of durable goods pur- 
chases, both the value and volume figures, sea- 
sonally adjusted, showed very noteworthy declines 
after the peak reached in the first quarter; from the 
first to fourth quarter, the value drop was 35 per 
cent and the volume drop was 39 per cent. 


Volume of Personal Expenditure 
(1949 constant $) Seasonally 
Adjusted at Annual Rates 


$ (billion) 
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An interesting feature of these developments 
in 1951 was the recovery of personal saving to 
levels more closely approximating those which 
prevailed prior to the Korean conflict. In the latter 
half of 1950 and the early part of 1951,the proportion 
of personal saving (excluding farm inventories) to 
disposable income was well below the average for 
the years 1948 and 1949, reflecting the heavy con 
sumer buying splurge which followed the outbreak 
of hostilities in Korea. AS 1951 progressed, however, 
and aS consumer buying turned downwards, the ratio 
of personal saving (excluding farm inventories) to 
disposable income rose again and remained high 
throughout the following year. 


The severe drop in the volume of consumer 
purchases (seasonally adjusted) in the latter half 
of 1951 was also accompanied by a Significant 
change in the direction of business inventory move- 
ments. The volume build-up of retail and wholesale 
stocks in the first half of the year gave way in the 
last half to some net liquidation as consumer pur- 
chasing declined and overbuilt stocks were worked 
off. The growth in the volume of manufacturing 
stocks, which was substantialin the second and third 
quarters, was smaller in the fourth quarter. As a re- 
sult of these movements, the volume of business in- 
ventories, in the last quarter of 1951 showed a sub- 
stantial net liquidation, in contrast to the heavy 
build-up earlier in the year. 


New residential construction, seasonally ad- 
justed, showed a steep decline after the first quar- 
ter of 1951, although again the unadjusted series 
reflect the effects of seasonal influences. If sea- 
sonal factors are taken into account, this decline 
continued unchecked until the first quarter of 1952, 
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in which period the volume of new housing put in 
place was well below that of any quarter since the 
beginning of 1948. 


Thus, by the middle of 1951, a new pattern in 
final demand had emerged, with consumer expendi- 
ture and outlay for housing falling off, and the rate 
otf the inventory build-up slowing down sharply. 


In contrast to the declines noted above, expendi- 
tures on new norresidential construction, season- 
ally, adjusted, continued to rise in the second and 
third quarters, but levelled off in the fourth. The 
rise was accompanied by a shift in the structure 
of this component, with the defence-supporting in- 
dustries receiving a larger share of the resources 
absorbed. This development was associated with 
the deferred depreciation regulations and the con- 
trols over the use of steel and other strategic ma- 
terials. On a seasonally adjusted basis, business 
expenditures on new machinery and equipment also 
rose in the second and third quarters of the year, 
but declined in the fourth quarter. 


Government expenditure on goods and services, 
which had begun to rise moderately in the latter 
part of 1950, continued to grow at an accelerated 
pace in 1951. Between the fourth quarter of 1950 
and the fourth quarter of 1951, the annual rate of 
government expenditure rose from $2.6 billion to 
$3.7 billion. Defence expenditures accounted for 
the greater part of this increase, rising during the 
period from $0.5 billion at annual rates to $1.3 
billion. Of the total Gross National Expenditure, 
defence outlays were taking 2.9 per cent in the 
fourth quarter of 1950 and 6.1 per cent in the fourth 
quarter of 1951. 


The value and volume of imports of goods and 
services, seasonally adjusted, reached a peak in 
the second quarter of 1951, but dropped sharply in 
the last half of the year. These declines were as- 
sociated with the falling off of consumer purchases 
of many products having a high import content, and 
with the severe decline in the overall rate of in- 
ventory accumulation in the latter part of the year. 
On the other hand, both the value and volume of ex- 
ports of goods and services, seasonally adjusted, 
showed a progressive rise throughout the year. By the 
fourth quarter of the year, the two-year deficit in 
current international account had been superseded 
by the emergence of a surplus. For the year as a 
whole, however, the net deficit was greater than 
in 1950. 


These divergent movements in the main com- 
ponents of Gross National Expenditure in 1951 took 
place in a setting in which prices of many major 
groups were rising rapidly. Consumer prices and 
farm prices of agricultural products rose steadily 
throughout most of the year. It is notable, however, 
that by mid-year 1951 the general index of wholesale 
prices had begun to fall as world prices declined; 
but export prices continued their upward trend. By 
early 1952, the downward trend of prices had _ be- 
come general, with almost all major indicators 
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showing a decline in the first quarter. The middle 
of 1951 thus also marked the first turning point in 
the post-Korean price rise, to be followed later by 
general declines in the entire price structure. 


The Gross National Product in 1951 was 18 per 
cent above that of 1950 by value and about 6 per 
cent higher in terms of real physical output. How- 
ever, these increases did not take place at a steady 
rate throughout the year. Most components of the 
National Income, seasonally adjusted, rose sharply 
in the first part of the year but showed divergent 
tendencies in the latter half. Investment income, 
in particular fell steeply after the second quarter 
and the rate of growth in labour income slowed 
down. The large grain crop and rising farm prices 
lifted accrued net farm income to record levels, 
but net income of unincorporated business proprie 
tors showed little change over the year. 


Balanced Growth in 1952 


As the adjustment to a defence economy prog- 
ressed, the sharply divergent movements which 
characterized the year 1951 were superseded by 
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the emergence oI a more normal pattern of productior 
and demand. This development was a reflection of 
the increasing availability of resources over and 
above the requirements of the defence programme. 
By the beginning of 1952 a number of the major 
expenditure groups which showed signs of weak- 
ening toward the latter part of 1951, had turned 
upward, and this expansion continued without im- 
portant interruption in most groups throughout suc- 
ceeding quarters. Associated with this development, 
a number of key factors stand out as highlights of 
he year’s economic activity; the abatement of in 
flationary pressures and the improvement in the 
supply of essential materials; the surplus on cur- 
rent account, in contrast to the deficit of the pre- 
vious year; and the emergence of an exchange 
premium on the value of the Canadian dollar in 
terms of the United States dollar. 


It will be useful to review the chronology of 
events which serve as a backdrop to the year’s 
activity. In January 1952, consumer credit regula- 
tions were relaxed and in May they were removed 
completely. In May, also, the Bank of Canada ex- 
pressed the view to the chartered banks that the 
special policies of credit restraint which had been 
agreed upon in February 1951 were no longer nec- 
essary. Increases in steel producing capacity and 
supplies of other critical materials made possible 
substantial reductions in excise taxes on consumer 
durable goods in the Budget of April 8, 1952. 
Throughout the year, the Department of Defence 
Production progressively removed controls over 
certain essential materials as they came into better 
supply. The outbreak of foot and mouth disease in 
' Saskatchewan in February 1952 seriously disrupted 
the livestock industry throughout the year and re- 
sulted in the temporary loss of the United States 
market; the wheat crop was the largest on record. 


The more balanced growth in the total level 
of effective demand which was the key factor of 
the year was highlighted by the sharp rise in sea- 
sonally adjusted personal expenditure on consumer 
goods and services which began in the first quar- 
ter. Throughout most of 1951 the rate of consumer 
purchasing, particularly in the durable goods group, 
had been slowing down, and in volume terms very 
substantial declines had occurred. Beginning with 
the first quarter of 1952, however. this trend was 
reversed and a very large value and volume gain 
occurred. (See Chart, p. 22.) This revival in con- 
sumer spending continued throughout the year and 
was one of the chief factors contributing to the 
expansion in production; most notable gains oc- 
curred in the durable goods group. Associated with 
this development, a very substantial rise in ‘‘real’’ 
income was taking place in 1952, while early in 
the year consumer credit regulations and the special 
excise taxes on durables had been withdrawn. It 
is interesting too, to note that in 1952 the recovery 
of consumer spending was not accompanied by any 
appreciable drop in the ratio of personal saving 
(excluding farm inventories) to disposable income. 
It appears that the high level of consumer spending 
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in 1952 was being supported by the increases in 
real income, rather than by a decline in the personal 
savings ratio. 


Volume of Personal Expenditure 
(1949 constant $) Seasonally 
Adjusted at Annual Rates 
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The resumption in the growth of consumer spend- 
ing in 1952 was accompanied by another change 
in the direction of inventory movements. In the 
second and third quarters of the year there was a 
considerable accumulation in the volume of stocks 
in the wholesale and retail trade groups. This was 
in sharp contrast to the net liquidations in these 
groups in preceding quarters. Manufacturers’ inven- 
tories, on the other hand, moved in a different 
manner. The heavy build-up of 1951 in the volume 
of manufacturers’ stocks was followed in 1952 by 
net liquidations in the first three quarters of the 
year . 
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New residential construction, after reaching a 
low point in the first quarter of 1952, began to pick 
up in the second and rose continuously throughout 
the year. This reversal of the downward trend which 
began early in 1951 was related to a larger flow of 
institutional mortgage money, greater stability in 
house-building costs, and easier down payment 
requirements which came into effect towards the 
close of 1951. 


From the foregoing, it will be seen that a third 
change in the overall pattern of demand was emerging 
in the early part of 1952, with the revival ih con- 
sumer spending and outlays for new housing leading 
the way, accompanied by some build-up of inven- 
tories. 


New non-residential construction, seasonally 
adjusted, continued to rise in 1952, with large gains 
recorded in the defence supporting groups. Invest- 
ment in new machinery and equipment, which had 
begun to decline in the fourth quarter of 1951, com 
tinued to fall in the first quarter of 1952 if the 
effect of the normal seasonal increase is eliminated. 
An upswing occurred in the second and third quar- 
ters, but a further decline was registered in the last 
quarter of the year. 


Government expenditure on goods and services 
continued to grow in 1952, with the main strength 
coming from defence outlays; by the fourth quarter, 
government expenditure was running at an annual 
rate of $4.7 billion, with defence expenditures at 
around $2.0 billion. 
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Both export and import prices declined through- 
out 1952, but at widely divergent rates. Import 
prices declined more rapidly than export prices 
so that there was a marked improvement in the 
terms of trade. The volume of imports increased 
somewhat more rapidly than the volume of exports, 
but the net effect of the volume and price movements 
was to yield a surplus on current international ac- 
count in all four quarters of 1952. Thus, for the 
year as a whole, a substantial surplus was sus- 
tained, following the deficits of the two previous 
years. 


The trend of prices throughout 1952 was down- 
ward. All of the major price indexes showed de- 
Clines in the first quarter, and these declines, with 
minor exceptions, continued unbroken throughout 
the year. However, it should be noted that the de 
cline in prices in 1952 reflected in the main the 
operation of two special circumstances: the fall 
in international commodity prices, and the sharp 
drop in the price of Canadian livestock products. 
The emergence of an exchange premium on the 
Canadian dollar was a contributing factor in reducing 
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import prices. The price of most domestically prod- 
uced goods and services remained firm in 1952. 


The value of Gross National Product in 1952 
was 7 per cent above 1951, and about 6 per cent 
higher in terms of real physical output. At the same 
time, the incomes generated by this production 
showed fairly general quarter-to-quarter advances, 
on a seasonally adjusted basis. Labour income 
continued to rise, though somewhat less rapidly 
than in 1951; with prices falling, there was a sub- 
stantial gain in ‘‘real’’ income. Investment income 
turned upward in the first quarter, following the 
down-turn in the latter part of 1951; for the year as 
a whole, investment income was somewhat higher 
than the preceding year. Net income of unincorpo- 
rated business proprietors fell off in the first quar- 
ter but showed divergent movements thereafter to 
reach a total slightly above the year 1951. For the 
year as a whole the loss of the United States market 
for livestock and falling livestock prices, coupled 
with increased operating expenses, adversely af- 
fected the total of accrued net farm income; but 
these developments were partly offset by the largest 
grain crop on record. 
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PART I 
TABLES 


SECTION 1 
QUARTERLY DATA UNADJUSTED FOR SEASONALITY 
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TABLE 1. National Income and Gross National Product, By Quarters, 1947-1952! 


1 |Wages, Salaries and Supplementary Labour Income. ............-..:seceseeeee 1,431 | 1,506} 1,602 | 1,682 6, 221 { 1,638 | 15.740 | 1,873 |, 919 7,170 
2 |Military Pay and ALLOWANCES. ........... ce eeeeceeeescere cecececesenereeeneeceseneneenereeceerecanecs 26 18 20 19 83 19 18 22 23 82 
2 lInvestment INCOME 20.......-..0.cceccccesecececcceseccersctenenesennseconersnscsconscsnascnnsnearensseecnee 467 556 620 626 PPA ES, 560 awit 648 685 2, 464 
Net Income of Unincorporated Business: 
4 Accrued Net Income of Farm Operators from Farm Production? ............ 55 168 827 173 Tyas 47 66 | 1,214 191 1,518 
5 Net Income of Non-farm Unincorporated Businessss eee ee 245 305 312 327 1,189 PHU 338 348 363 1,326 
6|Net National Income At Factor Cost ................::ceccceceeecceeere cece settee secene eeenee st 2,224 | 2,553 | 3,381 | 2,827 | 10, 985 | 2,541 | 2, 733 | 4, 105 | 3, 181 | 12,560 
7 indirect Taxes Less SubSidles) coc2..ccccccccewcsceesscorrcenecexe eae erecta eats 368 391 399 446 1, 604 428 435 444 465 ey ac, 
8 |Depreciation Allowances and Similar Business Costs W000... 239 258 297 324 1,118 283 299 333 361 1, 276 
Oil Residtial HrrOraOf MS UNIDAGC Ret srerecoesees-eeecsacoersweescsncsace=avennesere sere sacbe detacdeitanccons +5 -12 +2 +66 +61 - 20 +4 -4 +25 +5 
10 |Gross National Product At Market Prices  .................:.::ccccccccceseeeteteerecereeees 2, 836 | 3,190 | 4,079 | 3, 663 | 13, 768 | 3,232 | 3,471 | 4,878 | 4,032 | 15, 613 
11 |Gross National Product At Market Prices (excluding accrued net income 
of farm operators from farm PTODUCLION) ...eesesseneeseeeceserececeseeeee ne cerscesenerece ney DOT OU Ney O22 | 3, 252 | 3,490 | 12,545 | 3,185 | 3, 405 | 3, 664 | 3, 841 | 14,095 


1. Includes Newfoundland in 1949 and all subsequent years throughout this publication. 
2. This item includes the undistributed earnings of the Canadian Wheat Board, and an inventory valuation adjustment for grain in Wheat Board channels. 
3. Includes net income of independent professional practitioners. 


TABLE 2. Gross National Expenditure, By Quarters, 1947-1952 


= a al (millions of dollars) 
1 [Personal Expenditure on Consumer Goods and Services .................:.ceeeeee 2,000) | 25-220 25208 ‘2, 675 9,173 | 2,240 | 2,458 | 2,481 | 2,933 | 10,112 
2 |Government Expenditure on Goods and Services? oo. esssssesssssseeseeeeen 438 | 313| 401 | 418] 1,570 | 442] 352 | 493 | 511] 1,798 
Gross Domestic Investment: ? 
3))) NeweResidential ‘Constructlon orc. i.cccs psconqcsosetssscesovevece + -orosnco-eecescenetserstues 76 138 143 149 506 78 175 
4) New (Non-Residentialy Construcelon ces cece. csceee cee senzne ete oxse weve uauresessazasneserss 107 137 172 183 599 155 186 
5 New Machinery and Equipment.................:::000+ PEE eres ase te eee Eee eS 214 262 256 284 1,016 292 333 
Gil COANE OMT y VO NUOL LC Seccececccunce-cancesssers se snse ces tone tise ceaseneasects atures cneeerectetereeeerees 26 152 154 15 947 7 ~104 ° 25 
7 Business Inventories only? SES emery SOP Tr ap ie Sete in ee Ups Sc SARI R A oe Br Py 228 264 193 3I7. 1, 002 189 100 
Sillsxports of Goods andi Services: yecccscescccs cece ceeccees eccte_ccoesestacmeecsuesreecersseaesncses 781 927 984 946 | 3,638 867 965 
9 Deduct] Imports) of (Goodssand Services aire, ccc <vecerecece sass ere -venconssesenceesetenent -802 | -971 | -907 | -941 |-3,621 | -759 | -969 
TOWResidual ErrorsolsMsStimate seen :ccceecessetoecescse. oceee cece stvaeern or severe wessesretenererener® -4 +12 -2 - 66 - 60 +21 =& 
11 \Gross National Expenditure At Market Prices ..........................ceeeceeeeeeeceeecees wee 836 [3 190 | 4,079 ee 663 | 13, 768 |3, iets agit 


1. Includes outlay on new durable assets such as building and highway construction by governments, other than government business enterprises. Also in- 
cludes the change in inventories of government commodity agencies. 


2. Includes capital expenditures by private and government business enterprises, private non-commercial institutions, and outlays by individuals on neW 
residential construction. 


3. Excludes change in farm inventories and grain in commercial channels 
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TABLE 1. National Income and Gross National Product, By Quarters, 1947-1952? 


1949 1950 1951 1952 


I II Ill IV Year I E Ill IV Year I |: i | IV Year I II Il IV Year 
No. 


(millions of dollars) 


1, 843)1,911/1,996/2,011] 7,761/1,915]2,023| 2,138] 2,235] 8,311] 2,218] 2,376] 2,500) 2,582] 9,676 2,540 | 2,611) 2,752] 2,840] 10,743] 1 
26 30 30 29 115 32 30 36 39 137 41 48 54 58 201 60 67 69 74 270| 2 
554} 566} 646] 679} 2,445] 586] 730 979 860} 3,155 865] 1,012 937 828} 3,642 799 969 993 905} 3,666] 3 


96192) 989) 237) 15.504 63] 192] 1,070 178} 1,503 132 328| 1,416 230] 2,106 152 110] 1,439 233} 1,934] 4 


293} 351) 364) 361] 1,369) 293} 364 387 400} 1,444 334 384 387 398} 1,503 306 392 401 423] 1,522] 5 


2, 812 |3; 050) 4, 015 |3, 317] 13, 194) 2, 889/3,339| 4,610] 3,712] 14,550] 3,590| 4,148] 5,294] 4,096] 17,128] 3, 857| 4,149] 5, 654| 4,475] 18,135| 6 


441| 449} 466) 474] 1,830} 453) 484 514 567} 2,018 590 575 645 658} 2,468 637 657 692 701} 2,687] 7 
323) 341) 375) 398) 1,437] 369] 395 418 454] 1,636 433 463 476 517} 1,889 476 509 527 558] 2,070) 8 
Fo ea lOiero2) = 15 it — +13 -82 +68 can +6 -45 -16 +20 -35 +15 +20 +19 +65 +119} 9 


3,570)3, 830/4, 888/4, 174] 16, 462|3, 711)/4, 231) 5,460| 4,801) 18,203] 4,619] 5,141) 6,399| 5,291] 21,450] 4,985| 5,335] 6,892) 5,799] 23, 011/10 


3, 474) 3, 638) 3, 909) 3, 937) 14, 958) 3, 648| 4, 039) 4,390] 4,623) 16, 700| 4,487| 4,813) 4,983) 5,061} 19,344| 4, 833| 5,225) 5,453] 5,566} 21,077|11 


TABLE 2. Gross National Expenditure, By Quarters, 1947-1952 


(millions of dollars) 


2, 401 |2, 752] 2, 706 }3, 104 2,616/2,972|] 3,008 


3,433] 12,029] 3,042] 3,302] 3,231 | 3,722] 13,297] 3,219| 3,575| 3,487] 4,053) 14,334] 1 

505} 433} 596 625 650] 2,326 718 630 941 923] 3,212] 1,082 857] 1,090} 1,187} 4,216} 2 
140} 206] 207 233 224 801 165 222 208 186 781 130 206 229 238 803} 3 
183] 214] 257 305 289] 1,026 238 306 371 345] 1,260 284 358 433 401 1,476) 4 
331} 370} 310 342 340] 1,389, 415 495 437 422| 1,769, 425 547 452 435} 1,859} 5 
=12 84) 37 879 102 960 281 496| 1,263 | +420] 1,620] -173} -227|) 1,150} -472 278 6 
225 44 71 88 374 769 478 607 242 = 60} sh, 267 -10 =o) 7 - 79 -51| 7 
877} 1,022) 1,044 1,124] 1,162] 4,183] 1,024] 1,209] 1,416 | 1,440] 5,089) 1,238] 1,411] 1,428] 1,504] 5,581);8 
-1,137]-1, 332] - 4,513 |- 1, 259 |- 1,563 |- 1,484 F 1, 307 | -5, 613 1, 205 |- 1, 372 |- 1,357 |- 1,483} -5,417) 9 


-862;1,092| -936 


+2 -5 +44 +16 - 20 +35 -15 - 20 = 20 - 64 -119 |10 


+7 +9| -33 


4, 801 


3, 570|3, 830| 4, 888 |4, 174] 16, 462]3, 711/4, 231) 5,460 18, 203] 4,619| 5,141} 6,399 | 5,291] 21,450] 4, 985 micheal iibesipen 5, 799| 23,011 |11 


4, Federal defence expenditures, included with Government Expenditure on Goods and Services (Table 2, line 2), are as follows for the years 1949to 1952° 


1950 1951 1952 
cate (millions of dollars) - ey ” : : a a cA 
I 0 Il IV Year I Il I ear 
95 tA 37 ioe ir 136 108 112 137 493 219. 238 361 325 1,143 538 384 410 500 1,832 
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TABLE 3. Sources of Personal Income, by Quarters, 1947- 1952 


(millions of dollars) 


1| Wages, Salaries and Supplementary Labor INCOME .............ssceceseeeeenreeeereenerees 1,431 | 1,506) 1,602 1,682 6, 221 | 1, S38) 040 
2| Deduct: Employer and Employee Contributions to Social Insurance and 

Government Pension FUNAS. .............0s0-0.-cocessasssssessceresesneesssseusersenvenessorerace -46 -39 -46 -50 -181 =57 =52 
3| Military Pay and AllOWANCEG................c:ceseecsccesesercesssrreecsrsncercesenssesonseseescoes vers 26 18 20 19 83 19 18 
4| Net Income Received by Farm Operators from F'arm Production! 10.0.0... 34 132 812 183 1, 161 9 273 
5| Net Income of Non-farm Unincorporated Business ..........c:cccscceseeseecsreeeeeeeeees 245 305 312 3270). 1,189 217 338 
6| Interest, Dividends and Net Rental Income of Persons eee 219 266 253 305 1,043 202 259 


Transfer Payments to Persons: 


a From Government (excluding Interest), is scccccccceceseessccesoresocssooccenacacarsnsuessese 235 218 189 197 839 247 212 
8 Charitable: Contributions by Corporavlons: cccsstccsecesn. catenasseceeeeescevenencrcerenens 4 4 4 5 ey 5 6 
9 Netesad Debt Isosses of ‘Corporations. .cccscssescsccscecensnvver<sentcecrerseuesetscesssoess 4 4 5 5 18 4 4 
5 PCTSOMALCETIC ONE ceceocecesescossreeeecerantescebsacsoeescesestenccucesencecencecsvsescevonsrencsececcestss 2,152 | 2,414 | 3,151 | 2,673 | 10,390 | 2,394 | 2, 798 


2 ae This item differs from line 4 of Table 1 in that it excludes undistributed earnings (and the inventory valuation adjustment) of the Canadian Wheat 
oar d. 


2. Includes all government debt interest paid to persons. 


TABLE 4. Disposition of Personal Income, by Quarters, 1947-1952 


(millions of dollars) 

1 TNC OMG POX OS ee oe ccctasky. tees coup savas coves seh cde teeta suatta tosses tengonnevsaotedons atau nema er te 267 717 
x SUC CO SSIOM MULE Staaine a oon se cwchn cece: Sel enters oS Uar cee etD eee incor cee ae vereTT et 16 58 
3 Mise elian COUGH ane ee me eA see UR 8 es AAC eet 2 Na ey alee 1a 47 
4 VotalsPersomal’ Direct Pa xes (icb.sccsoccesstorescctosschctevstescscocesceces secascececerercscvseces 294 822 
5 WON CuUrADNesGOOGS atc cacetee sacs ee escee ete aac cae coe eee 1,540 6, 461 
6 JBUVY g2 | 8) We CCK Cs ure ee ee ee eR ne Defoe nT Ne. MEE 229 914 
TAPAS CLVACES sheree ere. chee mee er ack eee rer cere, 0) eee en eet er 689 2, 03d 
8 Total Personal Expenditure on Consumer Goods and Services 2,458 10, 112 
9 HPCE SONAL ‘SAVAGE, .Covxcserecsteceacttrssvesscossstersnezueedkea cover ae eakock SEEN sare 46 1,009 

10 PALO INVenLOEY) Cale Onin tec cess sree ade ctnd. ce atocazetenarseer ie teehee eae 

11 Personal Saving excluding Farm Inventory Change ........ccccccccecsceccesecceeeees 

12 POs OM Aly INCOME eer rcecccercnts ceenctecteectescenccsbeaee snare re ea eeec On Se eae ee 2, 798 

1S | ensantabesposabledncones ett: rns te ee ee ee : 5 2,504 


1. Includes net expenditure abroad. 
2. Personal Inconie less Total Personal Direct Taxes. 
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TABLE 3. Sources of Personal Income, by Quarters, 1947-1952 


(millions of dollars) 


7, 761)1,915|2,023) 2,138] 2,235) 8,311) 2, 218) 2,376) 2,500) 2,582) 9,6761 2,540} 2,611 1 
-60 -239 -59 -60 -67 -10 -256 -15 Suis -82 -80 -313 2 
26 115 32 30 36 39 137 41 48 54 58 201 3 
70 1, 600 56 174} 1,017 155} 1,402 129 376| 1,359 278} 2,142 4 
293 1,369} 293] 364 387 400] 1, 444 334 384 387 398] 1,503 5 
281 kot 20d) 320 322 1, 295 324 358 348 390 1, 420 6 
262 950} 304) 250 239 297 240 244 249} 1,030 7 
5 23 4 6) 8 7 7 ‘| 6 21 8 
5 21 B) 5 6 6 6 6 i 25 9 

2, 725 |3, 129/3, 807 


12, 757]2, 844/3,112| 4,086| 3,372] 13,414 3, 281| 3,719 | ieocall 3, 888} 15,711] 3, 746 


TABLE 4. Disposition of Personal Income, by Quarters, 1947-1952 


(millions of dollars) 


199 118 617 144] 184 137 147 612 180 268 209 234 891 266 332 279 300} 1,177 
10 15 95 16 16 15 18 65 17 18 15 19 69 21 17 15 18 71 

19 14 57 20 15 12 15 62 23 16 13 is 68 25 13 13 16 72 
228 147 789) 180) 215 165 180 740 220 302 237 269) 1,028 312 367 307 334] 1,320 
1, 435 1,974| 6,799|1, 5071, 759] 1,832] 2,143] 17,241] 1,701] 1,940] 1,999] 2,376} 8,016} 1,856) 2,041] 2,087| 2,486) 8,470 
213 315] 1,084] 280] 346 349 348 1, 343 390 385 295 312] 1,382 3046 435 368 423] 1,532 
753 815] 3,080] 829] 867 827 922] 3,445 951 9TT 937| 1,034] 3,899] 1,057] 1,099] 1,032] 1,144] 4,332 
2,401 3, 10410, 963 |2, 616/2,972| 3,008] 3,433] 12,029] 3,042) 3,302) 3,231) 3, 722 13,297] 3,219] 3,575] 3,487) 4,053] 14,334 
96 -155] 1,005 48) -75 913 -241 645 19 115] 1,355] -103) 1,386 215| -148| 1,441 -89| 1,419 
-162 -364 “T21 =1¢2 -20 593 -400 131 “12 -§69} 1,025 -473 354} -150 -215| 1,050 -447 238 
258 209} 1,077 190 -55 220 159 514 148 184 330 370 1,032 365 67 391 358 1,181 
2, 725 |3, 129 |3, 807 |3, 096 |12, 757 |2, 8443, 112] 4,086] 3,372] 13,414 3, 281| 3,719] 4,823] 3,888] 15,711] 3,746) 3,794) 5,235) 4,298 17, 073 
9, 94911, 968|2, 6€4)2,897| 3,921) 3,192) 12, 674 3,061| 3,417] 4,586) 3,619) 14,683| 3,434) 3,427) 4,928) 3, 964 155.758 


ay 


coed 


eee co is 


—— 


® 
a 


a —A 
| 
' 4 
6 Spee eat 4 
‘ = a 
i i ee oa ane 
' 


-uin P hi ono J") ote ems | 


1» | TEL ee vet 6 


SECTION 2 
QUARTERLY DATA SEASONALLY ADJUSTED AT ANNUAL RATES 


26 NATIONAL 


TABLE 5. National Income and Gross National Product, by Quarters, 1947-1952, Seasonally Adjusted at Annual Rates 


1 | Wages, Salaries and Supplementary Labour Income  ...........sseseeee 5, 960 6,092| 6,232| 6,600 6, 828 7,052) 7,292)| 1.048 ig 170 
2 |Military Pay and AllOWANCES ............scocesssesesessescscssscecesenscorcconsecesses 104 72| © 80 76 76 72 88 92 82 
8) (ENVESEMENESIDCOME) caesuececeeract-cec-seescececce-cercencesubcecotawsseanessswastesecssnerner ct 2,080} 2,332] 2,316| 2,348 2,492] 2,404] 2,424] 2,536] 2,464 
Net Income of Unincorporated Business: 
4 Accrued Net Income of Farm Operators from Farm Production! | 1,132 1, 228 1, 248 1, 284 1,504 1,488 1,460 1,620 1,518 
5 Net Income of Non-F'arm Unincorporated Business san: 1,124 1,188 1, 200 1, 244 15.276 1,324 1,320 1,384 1,326 
6 |Net National Income at Factor Cost ....-....::--::::c:ceesestetettteteeees 10,400 | 10, 912 | 11, O76 | 11,552 12,176 | 12,340 | 12,544 | 13,180 | 12,560 
Tal IMdIrech Maxes Wess SUDSIGLCS Myern..cnscrecssseecncees: cseccecceestaseceaesredeesssace 1,492 | 1,580}; 1,608} 1,736 15076 |) P7565) Ly 72h) e lewiss melee 
8 |Depreciation Allowances and Similar Business Costs ......... eee 1,020 1,088 ie 1,212 1,220 1, 260 1,296 | 1, 328 1,276 
Oh Residtial Hor Of TStimate Vevsccssccseceseseasscacowscseetssseverscssssssneavecerecnswes 120 172 - 144 96 =i 4 60 - 40 5 
10 |Gross National Product at Market Prices ...............::::::cceeei 13, 032 | 13,752 | 13, 692 | 14,596 | 13, 768 | 15, 168 15,360 | 15,672 15, 613 
11 |Gross National Product at Market Prices (excluding accrued net 
\ income of farm operators from farm production) ....c.scesceseereereeaes [a 900 12,524 | 12, 44s | 13,312 12,545 | 13, 664 14,212 


1. Includes an arbitrary smoothing of crop production, standard seasonal adjustments for livestock items, and no seasonal adjustment for earnings of the 
Canadian Wheat Board. Because of the arbitrary elements, too precise an interpretation should not be given the seasonally adjusted figures of accrued net 
income of farm operators. 

2. Includes net income of independent professional practitioners. 


TABLE 6. Gross National Expenditure, by Quarters, 1947-1952, Seasonally Adjusted at Annual Rates 


1947 1948 
I Il Ill | IV i I n | Ill ald IV Year 
No 
| (millions of dollars) 
1 | Personal Expenditure on Consumer Goods and Services ...........+. 8,808] 8,936| 9,316| 9,632] 9,173] 9,836] 9,912] 10,128| 10,572] 10,112 
2 | Government Expenditure on Goods and Services! ou...eecscssssessseeeee 1,656 1,540 1,504) 1,580] 1,570 1,684 1,744 1, 844 1,920 1,798 
Gross Domestic Investment?: 

3 Ne WELveSIG@entlale@ ONSUUCCION! mestrcseseestuce sees cetcrecrtcertecr ner seoeeeaa rane 408 504 524 588 506 476 632 704 7136 637 
4 New Non-Kesidential Construction mccesrsecccse-useeveesseseerscncesevesecees 536 596 604 660 599 764 792 832 884 818 
5 New MachihervsanGd KQUIpMent sssescerissiccssscrstsetesccirecercesres eter 880 988] 1,064] 1,132] 1,016] 1,192] 1,212) 1,196} 1,320) 1,230 
6 Changer INVeENtCOnle Sy. ccausserssevsscecesceasevesvoucccnasacvserecdsccseeeectecasess cee 7192 1, 248 524 1,224 947 664 7124 636 396 605 
7 Businessiinventories ontya1 eis ate 688| 1,156 A) UZVO\, i, OU 556 496 736 692 620 
Sa FEEXD OLS eOls COOUSsADGnSChVC CS mira tevecesssetncedsteerscetreterceecttecenasseesttre 3,536| 3,712] 3,676] 3,628] 3,638] 3,968] 3,856| 4,064] 4,328) 4,054 
9 | Deduct: Imports of Goods and Services ...........scccsscsscsessssscesssceeseesee -3,468 | -3,604| -3,660 | -3,752| -3,621] -3,420]| -3,508 | -3,672] -3,944| -3,636 
10m estdualeerror of Mstimabe see. seccereccsccercstiteier ence eccers cts -116 - 168 140 -96 - 60 -4 -60 40 -5 
11 | Gross National Expenditure at Market Prices ................::0:cc0 13,032 | 13,752 | 13,692 | 14,596 | 13,768] 15,168| 15,360] 15, 672 15, 613 


1. Includes outlay on new durable assets such as building and highway construction by governments, other than govern b n ri Also in- 
cludes the change in inventories of government commodity agencies. sles : an government business ¢Rleryeisees@ : 


2. Includes capital expenditures by private and government business ent - ial instituti i 
vecijeatiairoutwiction: g enterprises, private non-commercial institutions, and outlays by individuals on new 


3. Excludes change in farm inventories and grain in commercial channels, 
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TABLE 5. National Income and Gross National Product, by Quarters, 1947-1952, Seasonally Adjusted at Annual Rates 


1,728 
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2, 396 


1,408 
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13, 016 


1,860 


1,464 


7,948 
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2,524 


1,692 


1, 356 


13, 636 


1, 840 
1,476 


- 216 


16, 736 


15, 044 


7,761 


115 


1,408 


1,368 
13,476 


1,888 


1,588 


120 


2,744] 3,540) 3,704 


1,416 


1,440 


144 


1,548 


1,460 


13, 880| 15, 024 


1,936| 2,076 


1,644 


212 


1,628 


- 284 


17, 672| 18,444 


(millions of dollars) 
8,160| 8,332] 8,812] 8,311) 9,168 


156 


1,640 


1,508 
15, 820 


S192 
1,684 


72 


137 164 


3,155] 3,876 
1,503] 1,892 


1,444} 1,564 


14,550) 16, 664 


2,018] 2,452 
1,636} 1,852 


-1 - 36 


19, 748 |18, 203 | 20, 932 


16, 256 16, 896| 12,10 16, 700|19, 040 


9,640 
192 


3,860 


2,460 


1,508 


17, 660, 


2, 324 


1,924 
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21, 880 


19, 420 


9,736 
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2,076 
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52 


\21, 380 


19, 304 
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| 
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1,916 
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21, 608 
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9,676 

201 240 
3,642 
2,106} 1,996 


1,503| 1,428 


17,128) 17, 776 


2,468] 2,664 


1,889] 2,032 


-35 32 


21,450) 22,504 


19, 344| 20, 508 


268 


3,620] 3,648 


1,708 


1,540 


17, 716) 


2,612 
2,120 


220 


22, 668 


10, 492/10,552] 10, 704 


276 


3,612 


1,748 


1,516 


17, 856 


2, 788 
2,064 


228 


22, 986 


11, 224 


296 


23, 936 


20, 960|21, 188 21,652 
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TABLE 6. Gross National Expenditure, by Quarters, 1947-1952, Seasonally Adjusted at Annual Rates 


1,920 


740 
892 
1,364 
816 
724 
4,008 
-3,856 
-60 


16, 352 


4,060 | 3,900 
-3, 936 |-3, 796 


16, 428 |16, 332 


11, 284 |10, 963 J11, 440 |11, 904 


2, 252 


740 
996 

1, 348 
680 
476 
4,180 
-4, 216 
-212 


16, 736 |16, 462 16, 948 |17, 672 


2,348 


844 
1,076 
1,452 

536 

508 
4,204 

- 4,656 

284 


18,444 


Gnillions of dollars) 
12,356 |12, 416 12,029 |13, 212 
2,464 | 2,326) 2,688 


880 
1,080 
1, 420 
2, 220 
1, 884 
4,452 

-5, 112 

-72 


19, 748 


868 
1, 188 
1, 680 
2,176 
1, 664 
4,183] 4,672 
4,513 |-5, 584 

2 32 


769 


13,352 
3,012 


796 
1,244 
1, 768 
2, 756 
2, 148 
4,844 


13, 256 
3,584 


740 
1,300 
1,864 
1,192 
1, 100 


| 
5,404 


13, 368 
3,564 
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1,308 
1,764 
356 
156 
5,436 


-5,920 + 5,912 +5, 036 
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-48 5 
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18, 203 |20, 932 21, 880 [21, 380 |21, 608 
1 -~ 


13,996 
3,988 


13,297 
3, 212 


781 
1, 260 
1,769 
1,620 


696 
1, 440 
1,744 

416 
1,267| -260 
5,089 | 5,632 
-5,613 |-5, 376 


35 - 32 


21,450 |22,504 


14, 320 
4,040 


748 
1,412 
1,912 

16 
-320 
5,596 
5, 156 
- 220 


14,312 
4,172 


832 
1, 508 
1,932 

280 

296 
5,488 


14,708 
4,664 


936 
1,544 
1, 848 

400 

80 
5,608 


14,334] 1 
4,216| 2 
803] 3 
1,476| 4 
1,859| 5 
278 | 6 
-51| 7 
5,581] 8 


-5, 356 pie 100 -5,417 


- 232 


8 


-119 | 10 


22, 668 |22, 936 |23, 936 |23, 011 | 11 
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TABLE 7. Sources of Personal Income, By Quarters, 1947-1952, Seasonally Adjusted at Annual Rates 


I I It IV Year I Il Il IV Year 
No, is 


one | ae (millions of dollars) 
1 | Wages, Salaries and Supplementary Labour Income ............+1-++++- 5,960| 6,092] 6,232] 6,600 > > 7,052 ? ’ 7,170 
2| Deduct: ismployer and Employee Contributions to Social Insur- 
ance and Government Pension FUmds ..........cs:sscsesssesseeecseeeeennetens =D -164 - 184 - 204 - 220 ~ 224 
3 | Military Pay and AllOWANCES ......ccseecereeesseseesceeecssesesraeeenseseesascneenees 104 72 80 76 12 82 
4|Net Income Received by Farm Operators froin Farm Production! 1,048 1,084] 1,188] 1,324 15627 
5|Net Income of Non-farm Unincorporated BuSineSS .......:sseseesseees 1,124 1,188} 1,200 1,244 1,326 
6 | Interest, Dividends and Net Rental Income of Persons? ........+.0 912| 1,068] 1,060] 1,132 1,058 
Transfer Payments to Persons: 
tf From governments (excluding interest) ...........-ssccseseseesssseeereteees 828 848 836 844 863 
g| Charitable contributions from COrporatiOnS ........s.eesereeeesererees 16 16 16 | 20 20 22 
9 Net bad debt losses Of COrpOratiOMNS ............eseeeneeneeeeeeeseeterereneeenes iy 16 20 24 16 19 
10 | Persomal Income.......ssssssssssssssesseeeeseusneeeetsanessesnnnneensvannennts ~~ | 9-832 | 10,220] 10,448] 11, 060 10, 390 11,264 | 12,460 | 11, 12, 200| 11,943 


1. This item differs from line 4, Table 5 in that it excludes undisisibuted earnings (and the inventory valuation adjustment) of the Canadian Wheat Board. 
2. Includes all government debt. interest paid to persons. 


TABLE 8. Disposition of Personal Income, By Quarters, 1947-1952, Seasonally Adjusted at Annual Rates 


- SEE ese 


(millions of dollars) 


MIPINCOME LAKES crrssccccesensesnssdacssanccscetnrcnscsarcoscessueanecrnntnessayccencsasonssssecoxenas 696 696 700 688 695 684 7104 728 717 
PUISHCCES SION DUGLES i cacerssercectteteenerescateatenentaadeercsccsnerecutecticeeaaccccesensasnd 60 60 68 56 61 68 64 44 58 
SIMs Ge lLANCOUS so-eateterssecascesesaentnacccrereaettesescececracccccipsedscsnatannccvcceeseveree=43 39, 36 36 36 35 44 44 48 47 
4 Total Personal Direct Taxes. ..................:.ccsssscsessocscscsescscceneeseneeses 788 792 804 780 791 7196 812 820 822 
5 | Non-dura ble GOOdsS ............cccccccccccsesecsccsoccecesecscnsrescsccssossesssscsonsssscsacanss 5,596 5,592 5,848 6,068 5,776 6,300 6,304 6,720 6,461 
Gi Durable GOGIS) ....csersseeoussc-cvendieceacacasesaceacecnstcatetrusescvoucsegnensssassusnsasacers 176 836 880 916 852 848 916 1,004 914 
ETAL Sen VE COS se te cacprce eats saa ase essa eRe Twa ER es sncusestiatsteceobasnotudeats 2,436 2,508 2,588 2,648 2,545 2,688 2,692 2,848 DAM eM! 


8 Total Personal Expenditure on Consumer Goods and Services 8,808| 8,936 9,316 9, 632 9,173 9,836| 9,912 10,572] 10,112 


9 POL SOM AUIS AVIAN occ rcrccececat ste cenccecstonseathecenseaceececncescacectacatnacesssacssaeens =e 236 492 328 648 426 632 1, 736 808 1,009 
BY SPEER ID VERLGRY CHAT EO ss caro he es ae eee 28 -24| -148 172 -79 148 220 -108| ° -65 
11|/ Personal Saving excluding Farin Inventory Change ...........scsseeeee 208 516 476 820 505 484 1,516 916 1,074 
MAUMEE Vex ena bscuree tiie alec aoe teste 9, 832| 10,220] 10,448| 11,060] 10,390] 11,264| 12,460 12,200] 11, 943 
13| Personal Dispusable TELA Ne Py on RN Ue ee | 9, 044 9,428 9,644| 10, 280 9,599) 10, 468 | 1, 6¢8 11,380) 13,721 


1. INcludes net expenditure abroad. 
2. Personal Income less Total Personal Direct T4xes, 


ACCOUNTS : 


TABLE 7. Sources of Personal Income, By Quarters, 1947-1952, Seasonally Adjusted at Annual Rates 


(millions of dollars) 
7,668} 7,700) 7,728] 7,948] 7,761] 7,940] 8,160| 8,332] 8,812] 8,311 9,168} 9,640] 9,736|/10,160 10,492] 10,552] 10, 704} 11, 224] 10,743] 1 
-232| -244) -240) -240) -239} -228/ -252] -268] -276] -256| -296 -316] -324] -316 -328| -344] -328) -344] -336| 2 
104 120 120 116 115 128 120 144 156 L37 164 192 216 232 240 268 276 296 270} 3 
1,364) 2,240) 1,360} 1,436) 1,600} 1,380] 1,344] 1,336] 1,548] 1,402] 1,876] 2,652] 1,848] 2,192 2,000} 1,568} 1,500} 2,568] 1,909] 4 
1,384) 1,372) 1,364) 1,356} 1,369) 1,368] 1,440] 1,460] 1,508] 1,444] 1,564] 1,508] 1,444] 1,496 1,428} 1,540} 1,516} 1,604) 1,522) 5 
1,172} 1,088) 1,148} 1,220] 1,157] 1,224] 1,280) 1,344] 1,332] 1,295] 1,352] 1,432] 1,452] 1,444 1,568} 1,576] 1,548] 1,468] 1,540] 6 
896 912 956} 1,036 950) 1,032) 1,048) 1,028] 1,024] 1,033 992} 1,032} 1,040} 1,056 1,256; 1,424) 1,392) 1,408] 1,370] 7 
20 24 24 24 23 16 24 Bo 28 25 28 28 28 24 24 of 32 oe 30| 8 
20 20 20 24 21 20 20 24 28 23 24 24 24 28 24 24 24 28 25| 9 
12,396) 13, 232) 12,480) 12, 920] 12, 757] 12, 880} 13, 184| 13, 432] 14, 160] 13, 414) 14, 872) 16, 192 pes ets Tes ats 16, 704 Miboick bess 18, 284] 17,073) 10 


TABLE 8. Disposition of Personal Income, By Quarters, 1947-1952, Seasonally Adjusted at Annual Rates 


1949 1950 1951 1952 


I | am | wy | ver IV Year I II Ill IV Year I 0 III IV Year . 
oO. 


(nillions of dollars) 


7152 108 656 592 677 560 588 620 680 612 772 848 936 | 1,008 891] 1,084] 1,148] 1,224 Trib 2 
40 60 60 60 55 64 64 64 72 66 68| © 72 60 76 69 84 68 60 T1| 2 
52 56 60 60 57 56 60 64 68 62 68 64 68 72 68 72 72 72 12 3 
844 824 776 712 789 680 712 748 820 740 908 984| 1,064] 1,156] 1,028] 1,240) 1,288) 1,356 1,320] 4 
6,580| 6,880] 6,804| 6,932] 6,799] 6,896| 7,236] 7,428] 7,404] 7,241] 7,768] 7,976] 8,092] 8,228] 8,016] 8,400| 8,412) 8,468 8,470) 5 
980] 1,076] 1,108] 1,172] 1,084] 1,272] 1,268] 1,424] 1,408] 1,343] 1,684] 1,536] 1,216} 1,092] 1,382] 1,404) 1,580/ 1,520 1,532] 6 
2,968] 3,060] 3,112] 3,180] 3,080] 3,272] 3,400] 3,504| 3,604] 3,445} 3,760) 3,840) 3, 948 4,048] 3,899] 4,192) 4,328) 4,324 4,332] 7 


10, 528] 11, 016| 11, 024/11, 284] 10, 963] 11,440] 11, 904/12, 356/12, 416] 12, 029) 13, 212) 13, 352/13, 256 13,368] 13, 297] 13, 996 | 14,320) 14, 312) 14, 708) 14, 334] & 


1,024} 1,392 680 924| 1,005 760 568 328 924 645 752| 1,856| 1,144) 1,792] 1,386] 1,468) 1,032 996 1,419) 9 
, , , 
36 176] -588 88 -72 184 152 56 132 131 428 404 524 60 354 372 - 28 192 238 | 10 
988] 1,216] 1,268 836] 1,077 576 416 272 792 514 324| 1,452 620] 1,732] 1,032] 1,096] 1,060 804 1,181 }11 


12, 396| 13, 232| 12,480) 12, 920]12, 757] 12, 880/13, 184) 13,432 |14, 160/13, 414) 14, 872| 16, 192| 15,464 | 16,316] 15, 711| 16, 704 | 16, 640| 16, 664/18, 284/ 17,073 /12 


; 4 ‘ 55 115, 352| 15, 308) 16, 888) 15, 753|13 
12, 472| 12, 684|13, 340112, 674) 13, 964) 15, 208} 14, 400 15, 160} 14, 683) 15, 464) 15, 35 fe | 


11, 552) 12, 408| 11, 704| 12, 208|11, 968) 12, 200 
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SECTION 3 


QUARTERLY DATA IN CONSTANT (1949) DOLLARS UNADJUSTED 
FOR SEASONALITY 


42 NATICNAL 


TABLE 9. Gross National Expenditure in Constant (1949) Dollars, By Quarters, 1947-1952, Unadjusted for Seasonality! 


1947 1948 
I Il ic ii | Year I J: Ill IV Year 
Noy | | 
(millions of dollars) 

1| Personal Expenditure on Consumer GOOdS aNd SELViCeS .....ceesereserereeserres anes 2,488 | 2,662| 2,630] 2,966| 10,746| 2,401 2,579 10,475 

2 (Non-durable (O60) orcs eee CHORCIGD TRG EUE PERE SOOT AEO OES EEA LIEN 1,550| 1,682) 1,729| 1,937 6,898| 1,475| 1,609 6,633 

3 (Dusrab le C00 Ss) caxenssonsnonse ons ronan couse Werte afar enh sea cta APS TASEED SAO SL 216 250 247 284 997 195 233 931 

4 PSR ECE S.J eens daictten wit pot nas sonernssovsansnvehesane noe suczeneenebeP sNeten nea SEAS ea Saat 722 730 654 TAS |) 25 01 Tiss OSes Deol 

5| Government Expenditure on Goods and SErviCeS ........sceesecceesesereeecenscaeesseees SoZ 384 474 485} 1,895 485 380 1,909 

Gross Domestic Investment: 

6| NEW Residential Comstruction .......scsssserssereerssssersrnesensennssnsentenssessse sete eet 99 173 170 166 608 85 186 660 

7 New Non-Residential Constructiown ..........-.-ssssscsssesssresesenensersrensrnnsncnanessese ss 133 164 199 203 699 168 196 847 

8| New Machinery and Equipment ........sscsssssesssssssssscssesnersesensennscnnnesensessstsees 265 318 303 322] 1,208 322 361 1,303 

9 Change in INVentories ..........seccsccsesseseessnencncesesesecnenscsencsncaessserssecsenenseseesetee$ -98 -17 701 -175 411 =303)| 162 76 
10 (Business Inventories Only) sseresoecnosesnscssersensevessoncnescensacsecncesenenenenaseenenste® lie, 151 46 130 4.99 14 -42 62 
11 | Exports of Goods and Services ......secssererssssserssssnssnncensesseeseneensensonsarnensers tees eees 926| 1,057| 1,125] 1,055] 4,163 914] 1,027 4,194 
12| Deduct: Imports of Goods and SOTVICES ccecceecsessecccencecscscceseeceeneeccsscsenansecessacones -980 |-1, 128 |-1,044 |-1,032] -4,184 -798 |-1,015 -3,748 
13 | Residual Error of Estimate ..........--scssecsscsssseessssnsereesseneensnsenensessnsnnsnncaseseessess sees -5 14 -2 -74 - 67 23 -4 -3 
14 | Gross National Expenditure .............s:ccscsscssccsesesseeeesesntenenesstensesnennenencacscscnsesets 3,380| 3,627| 4,556| 3,916] 15,479) 3,297 3,528 15, 713 


1. See footnotes 1 to 3, Table 2. 


ACCOUNTS 


TABLE 9. Gross National Expenditure in Constant (1949) Dollars, 


1949 


1950 


2,423 |2,766|2,701 
1,439|1,695| 1, 704 


214 266 
770 731 
500 602 
139 207 
181 260 
331 313 
- 130 746 
125 42 
1,067 

- 856 -953 
7 - 33 


3,073 
1, 960 
315) 
798 


596 


190 
248 
305 
-407 
-45 
1,070 
- 933 
15 


3,449) 3, 788/4, 910) 4, 157 


10,963] 2, 588 2,917 


6, 798 
1, 083 
3,082 
2,128 


742 
903 
1,323 
73 

155 
4,011 
-3,837 
-2 


Lol Ds fod 


I U III IV | Year 


By Quarters, 1947-1952, Unadjusted for Seasonality! 


2,901 


279| 344 346 
790! 812 (hse) 
566] 446 598 
140; 200 218 
185) 233 288 
314} 369 323 
-137; -56 854 
86} 100 -44 
840) 1,014] 1,073 
-857/1,086)- 1,056 
1 -13 78 


3, 239 


1,796) 2,043 


355 
841 
606 


202 
264 
311 
-70 
233 

1, 107 
-1,211 


16, 304] 3, 640| 4,024/ 5,277| 4,384 


(millions of dollars) 


11,645 
7,119 
1,324 
3, 202 
2,216 


760 
970 
1,317 
591 
375 
4,034 
-4, 210 
2 


17,325 


2,765 
1,561 
356 
848 
623 


2,909 
1,721 
33] 
857 
542 


185 
262 
421 
262 
403 
1,057 
SPAR) 
39 


4,398 


2,778 
1,735 
250 
723 
792 


171 
309 
365 
1,292 
167 
1,215 
-1,235 
14 


5, 701 


3,141 
2,017 
264 
860 
770 


151 
280 
349 
-568 
-120 
1,227 
-1,110 
sly 


4,223 


11,593 
7, 034 
1, 201 
3, 398 
2,727 


650 
1,061 
1,499 
1,000 

665 
4,418 

- 4,701 
31 


18, 278 


2,728 
1,600 
255 
873 
897 


105 
226 
354 
-234 

= 22. 
1,051 
-1,044 
Ss 


4,070 


3,069 


1,801 
SOL 
897 
718 


167 
284 
460 

- 280 
OZ. 
1,229 
-1, 246 
eiei 


4,384 


2,983 
I, 842 
319 
822 


906 


12, 241 
7,445 
1,314 
3,482 
3,493 


649 
1,164 
1,569 

391 

SH 
4, 883 

-4,907 
- 100 


19, 383 
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PART II 
CONCEPTS, SOURCES AND METHODS 


SECTION I 


REVIEW OF SOURCES AND METHODS, AND SUMMARY OF 
CONCEPTUAL FRAMEWORK 


This section provides a general review of the 
statistical sources upon which the quarterly National 
Accounts estimates are based, together witha 
description of the procedures used in making the 
required estimates. It is designed ‘to give the users 
of the data a general view of the content of the 
various aggregates and background for appraising the 
reliability of the statistical results. The section 
is introduced by a note on concepts and definitions, 


CONCEPTS AND 


Except for the time interval] involved, the ob- 
jectives of both the quarterly and annual estimates 
of Gross Nationa] Product and Expenditure are iden- 
tical — that is to measure the value of goods and 
services produced by Canadian residents in a given 
period (a quarter or year) and to portray the inter- 
related structure of transactions generated by pro- 
ductive activity. Similarly, the objectives of both the 
quarterly and annual estimates of Personal Income 
and Expenditure are identical ~— to measure al] 
current receipts of income, in cash or in kind, by 
persons (including individuals, private non-commer- 
cial institutions and pension funds), and to show the 
disposition of this income by major categories. 
Thus, the broad conceptual] framework which under- 
lies the quarterly estimates is the same as that upon 
which the annual estimates are based. This concep- 
tua] system is described in Part II of ‘‘National 
Accounts, Income and Expenditure 1926-1950’’, 
and wil] not be further elaborated here. However, for 
convenience, a brief description of the main aggre- 
gates is given below. 


Gross National Product 


An overal]] measure of our economic achievements 
is provided by the Gross National Product. This 
ageregate measures the value of goods and services 
produced by Canadian residents in a given period by 
adding together al] costs arising in production. For 
the economy as a whole, these costs consist first of 
factor costs, that is to say, the earnings of the 
factors of production employed: wages and salaries, 
investment income including corporation profits 
before taxes, and net income of unincorporated busi- 
ness. The sum of these factor costs is the National 
Income. To arrive at the total which measures pro- 
duction at market prices it is necessary to add ele- 
ments of market prices which do not represent in- 
comes of factors of production, that is, depreciation 
allowances and similar business costs, and indirect 


and a discussion of problems peculiar to estimates 
of Gross National Product and Expenditure and 
Persona] Income and Expenditure on a quarterly 
basis. A table is included at the end of the section 
which summarizes in a schematic way the statis- 
tician’s view of the qualitative precision of the 
various components of Gross National Product and 
Expenditure. 


DEFINITIONS 


taxes less subsidies. The total thus obtained is 
called the Gross Nationa] Product. 


Gross National Expenditure 


The market value of goods and services produced 
by Canadian residents in a given period can also be 
measured by adding together al] final sales made 
during the period, adjusted for changes in inven- 
ventories and imports; for what is produced must be 
disposed of, either by sales or addition to inven- 
tories. The aggregate arrived at in this manner is 
called Gross Nationa] Expenditure. It is made up of 
four main components: sales to consumers (personal 
expenditure on consumer goods and services); sales 
to governments (government expenditure on goods 
and services); sales to business on capita] account 
(gross domestic investment in new construction, 
machinery and equipment, and inventories); and sales 
to non-residents (exports of goods and services). 
Since the total of sales thus enumerated includes the 
value of imported goods and services and since it is 
desired to measure production of Canadian residents 
only, imports of goods and services are deducted 
from the grand total of sales. 


Personal Income 


Personal Income is a measure of al] current re- 
ceipts of income, in cash or in kind, of persons 
(including individuals, private non-commercial] insti- 
tutions and private pension funds). It differs from. 
National Income in that it excludes al] earnings not 
paid out to persons, such as undistributed corpora- 
tion profits and profits of government business enter- 
prises, and includes receipts which have not been 
earned in the course of current production, that in: 
transfer payments. The whole of net income of unin- 
corporated business is included?. since it is not 


1. Except for the allowance which is made for the 
adjustment on grain transactions (see p. 52). 
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statistically possible to separate -withdrawals for 
personal use from earnings retained in the business. 


Personal Expenditure 


The other side of the Personal Income and 
Expenditure Account shows the disposition of Per- 
sonal Income by three main categories: personal 


NATIONAL 


direct taxes, (i.e. persona] income taxes, succession 
duties, and miscellaneous licenses and fees), per- 
sonal purchases of goods and services; and personal 
saving. The latter category is estimated residually, 
and includes, in addition to cash savings, purchases 
of bonds, the savings portion of life insurance pre- 
miums, repayment of debt including residential mort- 
gages, and net new investment in plant, equipnent 
and inventories by individual enterprisers including 
farmers. 


PROBLEMS RELATING TO THE CONCEPT OF 
QUARTERLY ESTIMATES 


Although the concepts and definitions which 
underly the annual estimates are theoretically con- 
sistent with the requirements of the quarterly esti- 
mates, a number of special problems of application 
arise when an attempt is made to convert this con- 
ceptual system to a quarterly basis. It will be appro- 


From the foregoing it will be clear that failure to 
apply the accrual] principle uniformly throughout the 
estimates of Gross Nationa] Product stems mainly 
from the manner in which data are reported to the 
Dominion Bureau of Statistics. However, comparibil- 


ity in the estimates from quarter to quarter need not 
be affected, even though a degree of unbalance be- 
tween the Gross National Product and Gross National 
Expenditure may exist within each quarter because 
individual series are not mutually consistent in an 
accounting sense. This unbalance is reflected, 
together with other errors and omissions, in the item 


priate at this point to comment briefly on some of 
these problems. 


(a) The Accrual Principle 


Quarterly estimates of Gross Nationa] Product 


and Expenditure aim primarily at measuring the value 
of production in specific quarters. As indicated 
above, this aim can be achieved in two ways — by 
summing the costs involved in production, on the one 
hand (G.N.P.), and by tracing the disposition of this 
production through sales adjusted for imports and 
changes in inventories, on the other hand (G.N.E.). 
On the Gross National Product side of the Account, 
it is theoretically desirable to include expenses on 
an accrual basis in order to relate factor and other 
costs to the quarter in which the economic activity 
occurred. For example, bond interest which is nor- 
mally paid only once or twice a year, accrues con- 
tinuously throughout the year, and is, therefore, 
chargeable to the production of all four quarters. 
Similarly, retroactive wage payments should, theore- 
tically, be allocated back to the quarter to which 
they refer, since the services rendered relate to past 
periods. 


In practice, however, the factor and other costs 
included in Gross National Product are drawn from a 
variety of different Sources which are, in many cases, 
independent of each other in an accounting sense. 
For example, quarterly corporation profits (and in 
some cases, net incomes of unincorporated busi- 
nesses) reflect prevailing practices in industry with 
respect to the treatment of business expenses (main- 
ly accrual), while the bulk of wages and salaries, 


called ‘‘residual error of estimate’’. It will be noted 
that the latter is small relative to the magnitude of 
the aggregates included in the tables. 


It may be noted that to some extent the problem 
of the ‘‘accrual’’ versus the ‘‘cash’’ basis of cal- 
culation applies to annual estimates as well. How- 
ever, since the year rather than the quarter is re- 
garded as the standard unit of time for production 
and accounting purposes, cash payments and accrued 
expenses coincide to a very large extent over the 
full year. 


In contrast to the Gross National Product which 
is linked to the accrual principle through the 
‘‘measurement of production’? approach, Personal 
Income is defined in terms of ‘‘receipts’’ of income. 
Thus, in general, the quarterly components of 
Personal Income are shown on a ‘‘receipts’’ basis 
except in the case of certain elements of interest 
and net rental income of persons where the statis- 
tical information permits only an accrual] method of 
calculation. In the case of net income of unincor- 
porated business, it is not’ possible to separate with- 
drawals for personal use from earnings retained in 
the business. This latter problem is not unique to the 
to the quarterly estimates, however, but also occurs 
in the annual calculations. 


and indirect taxes, are reported to the Bureau on a (b) Quarterly Farm Inventories! 


cash basis. It will therefore be seen that there is 
necessarily a mixture of both cash and accrual 
elements in the quarterly estimates of Gross National 
Product. In general, the principle of computing ex- 
penses on an accrual basis has been adhered to 
wherever the data permit it to be done. Even within 
these limits, however, consistency with other series 
has had to be an over-riding consideration. 


The measurement of farm inventories (and thus of 
net income of farm operators from farm production) on 
a quarterly basis presents a difficult theoretical 
problem which is closely related to the accrual prin- 
ciple discussed above. Farm production has marked 


1. For method of estimation, see page 52. 


1. 


ACCOUNTS 


seasonal] characteristics associated particular ly with 
plant growth, and in such cases it is difficult to 
assess the production represented by growing inven- 
tories not yet in market form. Thus, the harvesting of 
a grain crop in the fal] of the year represents the 
culmination of the productive activity of previous 
periods, and in a theoretical sense the value of this 
production might be ‘‘accrued’’ throughout the 
ploughing, seeding and growing periods. As a prac- 
tical] matter, however, it is impossible to assess the 
value of growing inventories in this way; such a 
procedure would entail a forecast of the farm price 
value of the harvested crop, thus implying a knowl- 
edge of future climatic conditions and prices, which 
cannot be foreseen. 


In the case of ‘‘goods in process”’ in manufactur- 
ing, we can obtain a reliable measure of production 
by evaluating ‘‘inputs’’; thus in the broadest sense, 
non-farm inventories of ‘‘goods in process’’ appear- 
ing in Gross National Expenditure are evaluated at 
cost, being matched on the Gross National Product 
side of the accounts by factor shares and other 
costs. Theoretically, it would be desirable to carry 
over this procedure to the treatment of agricultural 
inventories. A considerable part of agricultural 
activity takes place in the first half of the year, and 
it should be the objective to measure the value of 
‘‘inputs’’, or factor shares and other costs generated 
in these periods. This approach does not imply any 
attempt to place a value on crops growing in the 
field, but is simply a recognition of the fact that 
unless inventories are measured on an ‘‘input’’ 
basis, Gross National Product is understated in the 
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first half of the year by the amount of factor and 
other costs chargeable to the production of this 
period, and overstated in the third (harvest) quarter 
by an equivalent amount. Thus, to take account of 
grain inventories only in the third (harvest) quarter 
could conceivably result in farm net income showing 
losses in the early part of the year, with net income 
in the third quarter greater than for the year aS a 
whole. On the other hand, the ‘‘input’’ method would 
eliminate such losses in the early part of the year, 
and reduce the amount of net income in the third 
quarter by whatever expenses are incurred in the 
early part of the year, 


At the present time, statistics are not available 
which wil] permit the quarterly allocation of farm 
expenses to grain inventories on an ‘‘input’’ basis, 
and aS a consequence grain inventories have to 
be counted as production only when they reach 
marketable form, that is, after harvesting. Conse- 
quently, the level of Gross Nationa] Product in the 
first half of the year does not vary according to the 
intensity of crop-production activity; the value of 
production generated by such activity is offset by 
the expenses charged against gross farm income, 
there being no counter-balancing increase in grain 
inventories. In the third quarter, however, accrued 
net farm income (and thus Gross National Product) 
is overstated to the extent that the expenses incurred 
earlier in the year are not charged against the har- 
vested crop at this particular point of time. The 
method of estimating changes in grain and livestock 
inventories are described on page 62. 


SOURCES AND METHODS 


The following outline of sources and methods 
gives a brief summary of the content of each com- 
ponent and describes the procedures employed in 


making the required estimates. The section is 
designed to permit users of the data to appraise in a 
genera] way the reliability of the statistical results. 


GROSS NATIONAL PRODUCT AT MARKET PRICES 


Wages, Salaries and Supplementary Labour Income 


The estimates of wages, salaries and supplemen- 
tary labour income are prepared by the Labour and 
Prices Division of the Dominion Bureau of Statistics. 
These estimates are designed to include all compen- 
sation to Canadian wage earners and salaried em- 
ployees, including income in kind such as board and 
lodging!. They do not include the earnings of sSelf- 


1. It may be noted that income in kina consumed by 
farm proprietors is included with accrued net income of 
farm operators from farm production, while food and cloth- 
ing supplied to the armed forces is included with military 
pay and allowances. 


employed individuals or partners, the income of 
independent professionals, the net income of farmers, 
or payments to members of the armed services. Wages 
and salaries are estimated on a ‘‘gross’”’ basis —that 
is, they are reckoned before tax deductions, contri- 
butions of employees to unemployment insurance, 
pensions and other social security schemes. Retro- 
active wage increases are included in the quarter 
in which they are paid. 


Supplementary labour income consists of other 
expenditures by employers on labour account that 
can be regarded as payment for employees’ services, 
Included here are employers’ contributions to 
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pension and employee welfare funds, the unemploy- 
ment insurance fund, and workmen’s compensation 
funds. ! 


The general method of estimation consists in 
calculating the payments made on Jabour account by 
the various industrial groups, and summing the 
the results. This is done by the Labour and Prices 
Division for each month of the.calendar year; quarter- 
ly estimates are derived by summing the three 
relevant months. {t should be noted that while the 
sum of the four quarterly estimates provides a pre- 
liminary estimate of wages and salaries paid in the 
calendar year, this sum may not agree with the final 
annual total arrived at from Census of Industry and 
other data. As a result, all quarterly figures which 
relate to a year for which final annual data are avail- 
able have been adjusted in retrospect to agree with 
the annual figure. This is accomplished by applying 
the quarterly distribution tothe annual] total. 


The greater part of the current monthly labour 
income estimate is based on a projection technique 
using payroll] indexes in the leading industries. For 
the most part, these payroll] indexes are prepared in 
the Employment Section of the Labour and Prices 
Division. In areas where there is no payrol] coverage 
as in the case of agriculture and some of the service 
groups, the problem of estimation is more difficult 
and greater reliance must be placed on projection 
from directly related information. In a number of 
cases, estimates have had to be based on indirect 
evidence, but such instances are few and in the 
aggregate, quite small. 


(a) Industries Covered by Payroll Indexes 


As pointed out above, the greater part of the 
monthly wage and salary estimate is based on pro- 
jection from benchmark data, using monthly payrol] 
indexes in leading industries. These monthly indexes 
are related to the last pay period of every month and 
cover establishments normally employing fifteen or 
more persons. The method used is to multiply wages 
and salaries in the relevant month of the latest 
benchmark year by the ratio of the monthly payroll 
index, current year, to the monthly index, benchmark 
year. Thus, the month of January 1953 would be 
calculated as follows: (Payroll index in relevant in- 
dustry, January 1953+ Payroll index in relevant in- 
dustry, January 1952) times (Wages and salaries 
paid in relevant industry, January 1952). 


The above method of estimation applies to 
manufacturing, forestry, mining, public utilities, 
transportation, communication, storage, _ trade, 
personal service, finance, insurance, real estate, 
and federal and provincial government. [n the case of 
the federal and provincial government, fairly com- 
plete returns of wages and salaries paid are received 
in the Public Finance and Transportation Division of 


Le Ebat portion of employers’ contributions to work- 
men’s compensation funds which is estimated to be for 
medical aid and hospitalization is not regarded as a form 
of employee income and is therefore excluded. 
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the Dominion Bureau of Statistics, and these are 
used to construct an index for projection purposes, 
Income in kind in forestry is allocated on the basis 
of wages and salaries paid in forestry, computed as 
above. 


Wages and salaries in construction are calculated 
in two parts. The non-residential component employs 
the use of the payroll] index in construction, adjusted 
to exclude the earnings of government and utility 
employees engaged in construction activity . The 
residential] component is computed on the basis of a 
special composite index which takes account of 
hourly wage rates in the construction trades and the 
volume of housing put in place. 


It should be noted that in a number of the above 
groups, the payroll index relating to the last pay 
period in December is consistently low as a result 
of time taken without pay. The index cannot there- 
fore be taken as representative of this particular 
month. Accordingly, December indexes for mining, 
manufacturing, and non-residential] construction are 
adjusted upwards on the basis of aggregate ‘‘man- 
hours worked’’ data. 


(b) Industries Estimated on the Basis of Related Data 


Wages and salaries in. agriculture are computed 
by projecting the figure in the relevant month of the 
benchmark year on the basis of the ratio of the pro- 
duct of numbers of paid workers in agriculture (from 
the labour force survey) and the farm wage-rate 
index2 in the current year, to the product of these 
two factors in the benchmark year. Estimates of 
board and lodging received by employees in agricul- 
ture are similarly computed, using numbers of paid 
workers in agriculture and the index of farm family 
living costs. Monthly wage and salary figures for 
business service, education, health, religion, and 
other community service are derived using numbers 
of paid workers as obtained from the labour force 
survey, and average weekly earnings in finance, in- 
surance, and real estate. Recreation service is 
extrapolated on the product of the number of paid 
workers in recreation service and average weekly 
earnings for all service industries. Similar tech- 
niques are employed to compute the value of income 
in kind received by employees of hospitals and 
religious institutions and in domestic service. 


(c) Estimates Based on Indirect Evidence 


Total wages and salaries paid in the fishing 
industry are extrapolated on the monthly value of 
fish caught and landed. 


In hunting and trapping, the annual] figure is 
arbitrarily divided into six equal parts covering the 
coldest months of the year. 


; 2. This index is based on a survey made only three 
times each year. Inter-survey period indexes are derived 
by interpolation or extrapolation. 
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Wages and salaries paid by municipal govern- (a) Corporation Profits Before Taxes 


ments are projected on the basis of the movement of 
provincial wages and salaries, determined as des- 
cribed in (a) above. 


(d) Supplementary Labour Income 


2 


Employers’ contributions to pension and welfare 
funds on behalf of employees are carried forward on 
the basis of wages and salaries paid in the relevant 
industries. It should be noted that pensions paid by 
employers who had no funds set aside for that parti- 
cular purpose and to which employees do not con- 
tribute are also included as supplementary labour 
income. Payments under government social security 
schemes to which no contributions are made by 
employers or employees are regarded as transfer 
payments and excluded here. 


Employers’ contributions to unemployment in- 
surance are based on monthly data supplied by the 
Unemployment Insurance Commission. Employer con- 
tributions to workmen’s compensation funds are 
carried forward according to the trend of tota] wages 
and salaries, excluding agriculture and personal 
service. 


Military Pay and Allowances 


Payments to members of the armed forces in 
Canada‘’and overseas are treated as compensation for 
services rendered. Under this heading are included 
military pay of rank and trades pay, marriage, Ssepara- 
tion, and subsistence allowances, clothing allow- 
ances, and the rehabilitation and civilian clothing 
grants payable to members of the Special Forces on 
discharge. War service gratuities and all post dis- 
charge re-establishment benefits are excluded as 
transfer payments. The estimated value of food and 
clothing issues ‘‘in kind’’ is included. 


Cash pay and allowances to the armed forces are 
available on a monthly basis from the Department of 
National pefence. Income in kind is calculated on 
the basis of quarterly statements of strengths of the 
three armed services, and estimated man-day costs 
for food and clothing. 


3. Investment Income 


Investment income represents the return on in- 
vested capital (including land) owned by Canadian 
residents!. It consists primarily of corporation pro- 
fits, interest, net rents, and profits of government 
business enterprises. The sum of these items 
represents the earnings of ‘‘capital’’ in the same 
way that wages and salaries and military pay and 
allowances represent the earnings of ‘‘labour’’. AS 
with labour income, the estimates are taken before 
deduction of direct taxes and include earnings of 
Canadian factors only, irrespective of geographical 
location, 


1. Capital gains and losses are excluded. 


The general procedure followed in estimating 
quarterly corporation profits before taxes is similar 
to that employed for the annual National Accounts 
estimates. The concept of ‘‘profits before tax’’ used 
in the National Accounts differs somewhat from the 
one employed by the Department of Nationa] Revenue 
for taxation purposes. Depletion charges, which are 
deductible for income tax purposes, must be added 
to bring the figures into line with National Accounts 
definitions; since discoveries of natural resources 
are not capitalized and are therefore not counted as 
part of domestic investment and profits, the exhaus- 
tion of natural resources should not be regarded as a 
charge against the National Income. Charitable con- 
tributions made by corporations, also deductible as 
an expense under income tax regulations, are added 
on the grounds that they are not a direct cost of pro- 
duction, but merely a distribution of earnings. 
Theoretically, profits relating to foreign owned 
assets in Canada might be deducted, since they do 
not represent earnings of Canadian factors of pro- 
duction. In practice, it has been found impossible to 
Separate profits as between non-Canadian and Cana- 
dian share-holders, so that only dividends paid to 
non-residents out of these profits are deducted. 


For the years 1950-1952,the basic annual data on 
profits, depletion charges and charitable contri- 
butions are obtained from the Department of National 
Revenue. The profits figures are adjusted to a 
calendar year basis; depletion charges are similarly 
adjusted and, in addition are corrected for under- 
coverage. The total of the three items is then dis- 
tributed according to the quarterly movement of the 
corresponding serieS as shown by the special 
quarterly corporation profits survey. A note on this 
survey will be found in Part II, Section 3, of the 
present publication. Dividends paid abroad in each 
quarter, which are deducted, are supplied by the 
Balance of Payments Section of DBS. 


For the current year for which no annual data as 
yet exist, corporation profits as described above are 
estimated by projecting forward the figure relating to 
the relevant quarter in the preceding year in accord- 
ance with the change shown by the quarterly cor- 
poration profits sample. 


For the years 1947 to 1949, synthetic operating 
accounts were constructed for the major industries. 
Sales, production, shipments, inventories and price 
indicators were employed to obtain estimates of 
quarterly gross value of production. Expenses such 
as wages and salaries and depreciation were then 
deducted from these production estimates and the 
resulting indicators were used to interpolate annual 
profits data. For industries for which this procedure 
could not be followed, indicators such as production 
indexes were used as interpolators. The resultant 
quarterly estimates are quite approximate and do not 
possess the same degree of accuracy as the esti- 
mates for 1950-1952 which are based on the quarterly 
corporation profits survey. 
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(b) Interest and Net Rental Income of Persons 


This component is made up of the following items: 
(i) Canadian bond, mortgage and deposit inter- 
est received by or accruing to persons. 
(ii) Net rents received byor accruing to persons. 
(iii) Interest and dividends received by persons 
from non-residents. 
(iv) Miscellaneous investment income. 


It should be noted that this section includes all 
interest and net rents received by or accruing on 
behalf of persons (defined to include individuals, 
non-commercial institutions, estates, and trust funds); 
investment income of life insurance companies 
accruing on behalf of Canadian policy-holders, 
together with small amounts of miscellaneous in- 
come, are also included under the present heading. 
On the other hand, interest and net rents paid to 
corporations and government business enterprises 
are automatically included in the profits of these 
institutions and are not counted here. Similarly, 
income in these categories accruing on owner-used 
capital, e.g. occupied premises of businesses, is 
implicitly included in the figures of profits and net 
income; interest paid to government, other than 
government enterprises, is included under the next 
heading, ‘‘Government Investment Income’’. 


(i) Canadian Bond, Mortgage and Deposit Interest 


Bond interest received by persons is divided into 
two parts: 
(a) Interest on federal government direct debt; and 
(b) Interest on all other debt. 


The annual estimate of bond interest on the 
federal direct debt received by persons is distributed 
by quarters on the basis of quarterly payments of 
total interest on the federal direct debt obtained from 
the Comptroller of the Treasury. The latter figure is 
also employed as a projector to carry forward the 
quarterly estimates from the preceding year to current 
quarterly periods where no annual data are yet avail- 
able. 


The annualestimate of other bond interest is dis- 
tributed by quarters on the basis of an index of total 
interest paid excluding direct federal government 
debt interest. The projecting index is made up of 
interest on provincial and municipal direct and 
guaranteed debt, federal guaranteed debt, Canadian 
National Railway non-guaranteed debt and funded 
corporation debt less total interest paid to non- 
residents. A variety of sources is used in con- 
structing this index; provincial direct debt interest 
is allocated according to the pattern of interest pay- 
ments for eight of the ten provinces in the year 1951 
(the first year for which this information became 
available), while municipal direct debt interest is 
allocated according to the estimated distribution by 
quarters of bonds and Treasury bills outstanding; 
provincial and municipal indirect debt is allocated 
equally among the four quarters. Quarterly estimates 
of corporate debt outstanding (to which a rate of 
interest is applied), Canadian Railway non-guaran- 
teed debt interest, and federal guaranteed debt 
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interest are provided by the Bank of Canada. Quar 
terly interest paid to non-residents is estimated by 
the Balance of Payments Section of DBS. 


The figure of mortgage interest accruing to 
persons (including interest on agreements of sale) is 
among the least satisfactory in investment income, 
For years in which annual data are available, the 
quarterly estimates are derived by straight line 
interpolation between the annual totals. For the 
current year, the annual interest is forecast and the 
same method is used to arrive at quarterly figures. 


The estimates of deposit interest received by 
persons are derived, for the years for which annual 
data are available, by allocating the annual totals 
according to the level of monthly total notice depos- 
its as Shown in the Statistical Summary of the Bank 
of Canada. For the current period, where no annual 
data exist, the ratio of year to year changes in the 
quarterly level of notice deposits is used to carry 
forward the previous year’s quarterly benchmark 
figures. 


(ii) Net Rents Received by Persons 


For convenience in making the estimates, the 
tental field is divided into three main parts: 

(a) residential non-farm rents, (b) non-residential 
non-farm rents, and (c) residential and non-residen- 
tial farm rents. Of these three classes, the first is 
the most important 1n size. It is also the one for 
which statistical coverage is most satisfactory. 


The method used for each class is similar: total 
gross rents are first estimated; amounts received by 
business corporations and governments are then sub- 
tracted to arrive at gross rents received by persons. 
Expenses are deducted from this remainder to obtain 
net rents received by persons. The sum of net rents 
received by persons for the three sectors gives the 
required total. 


Gross residential non-farm rents are estimated by 
multiplying the number of urban and rural non-farm 
dwellings by an estimate of the average rent per 
dwelling. For purposes of this calculation, dwellings 
are divided into owned and rented, and by location 
into urban and rural non-farm areas. The basic 
number of dwellings is available annually from the 
Central Mortgage and Housing Corporation, and 
quarterly additions are obtained from the monthly 
housing bulletin published by DBS. An allowance is 
made annually for dwellings demolished, for new 
dwellings created by conversions, or for dwellings 
which changed from the tenant to owner-occupied 
status or vice versa, but quarterly data is not avail- 
able. Monthly average rent figures are compiled by 
the Special Surveys Division of DBS, and imputed 
rents on owner-occupied dwellings are projected on 
the same quarterly trend as paid rents. From the 
gross rent figures as estimated above, amounts re- 
ceived by government are subtracted. The latter 
figure is allocated by quarters by dividing the annual 
figure by four; for the current year for which no 
annual data are available the same figures are used 
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as in the previous year. Residential rents received 
by corporations should also be subtracted, but no 
data are available which permit this to be done. 


The items of expense which are subtracted from 
gross rents to arrive at net residential] non-farm rents 
received by persons are: heating costs included in 
paid rents, taxes, depreciation, mortgage interest, 
repairs, and fire insurance. Heating costs are allo- 
cated or projected on the movement of the sales of 
wood and coal dealers. Taxes are allocated equally 
among the four quarters and carried forward on the 
current year on a forecast basis. Depreciation is 
taken as 20per cent of gross rural non-farm rents and 
15 per cent of gross urban rents. Mortgage interest 
and fire insurance premiums are projected on a 
straight line trend, between annual benchmarks; for 
the current period, it is necessary to forecast the 
annual figure. Repair and maintenance expenditures 
are allocated according to the estimated distribution 
of total housing stocks by quarters, with an adjust- 
ment to take account of wages and material prices. 


Non-residential non-farm rents! ‘received by 
persons are estimated by straight line interpolation. 


The third class of rents—residential and non- 
residential farm—are estimated as follows: annual 
estimates for each group are prepared in the Agricul- 
ture Division of DBS. Paid and imputed residential 
farm rents, which are fairly stable, are allocated by 
straight line projection between annua] benchmarks. 
Non-residential] farm rents are divided into two 
groupS—those which are paid on a pre-determined 
cash basis and those which are paid on a share-crop 
basis. The former are again allocated by straight line 
interpolation, while the Jatter are distributed accord- 
ing to the movement of sales of field crops. 


(iii) Interest and Dividends Received by Persons from 


Non-Residents 


Quarterly estimates of interest and dividends 
received by persons from non-residents are supplied 
by the Balance of Payments Section of the Bureau. 


(iv) Miscellaneous Investment Income 


In addition to investment income received by life 
insurance companies on behalf of Canadian policy- 
holders, this component includes several miscel- 
laneous categories of income. These are: investment 
income of fraternal] and mutual benefit societies, 
which like life insurance companies, are treated as 
associations of individuals; interest on private in- 
dustrial pension funds and federal government 
annuities account; and profits of co-operatives and 
of mutual non-life insurance companies. 


With the exception of the last item, the invest- 
ment income of the above group is divided into two 
parts—federal and provincial bond interest, and 


1. Only rents paid are included here. Imputed rents 
of Owner-occupied premises used by business are implicit- 
ly included in the estimates of profits and net income. 


51 


other. The federal] and provincial bond interest is 
projected by quarters on the basis of total payments 
of government direct debt interest. Investment income 
arising from other sources is interpolated on a 
Straight Jine basis. Profits of co-operatives and 
mutual] non-life insurance companies are simply 
divided by four. 


(c) Government Investment Income 


This item includes profits of government busi- 
ness enterprises, and interest on government loans 
and advances, and on public funds. 


Profits of government business enterprises con- 
Sist of profits (less losses) of those government 
agencies which conduct their activities on an essen- 
tially commercial basis, setting a price for their 
Services which is calculated to cover costs. Included 
here are profits of the Canadian National Railways, 
provincial liquor contro] boards, and provincial and 
municipal] public utilities such as hydro-electric 
systems, telephone systems, street railways, and so 
on. The federal Post Office Department is included 
here, its gross expenditures being offset against its 
gross revenues to arrive at an estimate of profits. 2 


At the federal level, current quarterly data are 
available only with respect to the profits (or losses) 
of the Canadian National Railways and the Post 
Office Department. This information is obtained 
directly from the federal Department of Finance. Al] 
other quarterly profits of federal government business 
enterprises are necessarily estimates based on the 
level of the previous year’s annual figure, and allo- 
cated equally to the four quarters of the current year. 
The figures are adjusted retrospectively when firm 
annual figures for the current year become available. 


At the provincial level, profits of liquor commis- 
sions are distributed in accordance with quarterly 
provincial sales of liquor, wine and beer. Profits of 
hydro-electric commissions are allocated in accor- 
dance with average consumption of electric power. 
Profits of provincial telephone and railway com- 
panies and other miscellaneous enterprises are allo- 
cated equally among the four quarters of the year. 
In al] of the above cases, current period estimates 
are based on the distribution of a forecast annual 
figure, based on budget estimates and other data, 


At the municipal level, all profits of public utili- 
ties are distributed by straight line interpolation be- 
tween annual figures. Again, for current quarters, 
this procedure involves a forecast of the current 
annual figure. 


Interest on government loans and advances in- 
cludes interest on loans to government agencies such 
as the Foreign Exchange Contro] Board and various 
public utilities, and interest on loans to foreign and 
domestic governments. The quarterly figures are 


2. This treatment is approximate only since no allow- 
ance has been made for depreciation on postal property. 
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derived by straight line interpolation between annual 
data, involving a forecast annual for the current 
period Interest on government pension and social 
insurance funds includes interest on pension and 
superannuation funds, the unemployment insurance 
fund, and provincial workmen’s compensation funds. 
Since these funds are mainly invested in the govern- 
ment’s own bonds, the interest is distributed quar 
terly according to the movement of gross debt 
interest. Again, for current quarters, this procedure 
involves a forecast of the annual total for the current 
year, 


(d) Adjustments 


The categories of investment income enumerated 
thus far include the ‘‘transfer’’ portion of interest on 
the public debt and a smal] amount of interest on 
consumer debt. These elements of income must be 
excluded, by definition, from the National Income 
(see National Accounts, Income and Expenditure, 
1926-1950, page 87). Further, the estimates of divi- 
dends and interest paid to non-residents, which have 
been explicitly excluded from the totals, include a 
portion retained by the federal government in the form 
of ‘‘withho]l ding taxes’’; it is therefore necessary to 
add these amounts back. Finally, an inventory 
valuation adjustment needs to be made to the figures 
of corporation profits from private grain dealing. 


The ‘‘transfer’’ portion of interest on the public 
debt is deducted in the following manner. First, 
interest on the ‘‘productive’’ portion of the public 
debt is added to the total of the items listed above; 
the annual figure is distributed equally over the 
four quarters of the year to take account of the fact 
that services rendered by government productive 
assets accrue on a day to day basis. For current 
quarters, this involves a forecast of the annual. Total 
gross interest payments on the public debt are then 
deducted. The federal content of this item is avail- 
able on a quarterly basis from the Comptroller of the 
Treasury. The provincial content is distributed quar- 
terly according to the pattern of interest payments 
for eight of the ten provinces in the years 1951 and 
1952, while the municipal content is distributed on 
the basis of a study of bonds and Treasury bills out- 
standing. Again, for current quarters, a forecast of 
the annual is involved. 


Interest on consumer debt is calculated by apply- 
ing a rate of interest to the estimated volume of con- 
sumer credit outstanding at the end of each quarter 
which is obtained from the Merchandising and Ser- 
vices Division of DBS and the Bank of Canada, 


Quarterly withholding tax collections on interest 
and dividends paid to non-residents are obtained 
from the Comptroller of the Treasury. 


The remaining adjustment is called ‘‘inventory 
valuation adjustment’’, Since Gross National Product 
is defined to measure the production of new goods 
and services at current market prices, it is conse- 
quently desirable, in valuing inventory changes on 
the expenditure side of the accounts, to use the 
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current value of the physical change rather than the 
change in the reported book values. This means that 
an ‘‘inventory valuation adjustment’’ must be made 
to the income side of the accounts, since corporation 
profits and net income of unincorporated business 
are usually computed on the basis of changes in book 
values of inventories. 


At the present time, this adjustment is made only 
for grain in commercial channels; part of the adjust- 
ment applying to inventories of the Canadian Wheat 
Board is included with ‘‘accrued net income of farm 
operators from farm production’’, but the remainder 
applies to corporation profits and is included in in- 
vestment income. The exact manner of making these 
calculations will be discussed below in the section 
‘*Change in Inventories’’. 


Net Income of Unincorporated Business 


Net income of unincorporated business consists 
of the accrued net income of farm operators from farm 
production together with the earnings of other work- 
ing proprietors from their own businesses, These 
earnings are accounted for separately in the National 
Income since they represent a mixture of l]abour in- 
come and investment income which cannot be segre- 
gated on anything but an arbitrary basis. 


The estimates themselves can be grouped under 
three broad headings: (a) accrued net income of farm 
operators from farm production; (b) net professional 
income; and (c) other unincorporated non-farm income. 


(a) Accrued Net Income of Farm Operators from Farm 


Production 


The quarterly estimates of accrued net income of 
farm operators from farm production are computed in 
the same way as the annual] estimates, that is by 
constructing a synthetic operating account for the 
agriculture industry. The procedure is summarized 
briefly below: farm cash income from the sale of farm 
products is available on a quarterly basis from the 
Agriculture Division of DBS. Quarterly estimates are 
made of the value, at farm prices, of food and forest 
products grown and consumed on farms, and these, 
together with imputed gross rents on owner-occupied 
farm dwellings, constitute the value of ‘‘income in 
kind’’ received by farmers. The value of the physical 
change in inventories of grain and livestock held on 
farms fs computed at prevailing quarterly prices. The 
sum of al] these items constitutes gross farm income. 


Farm operating expenses are then deducted from 
this figure. These include taxes on real estate, gross 
rents on farm land, labour costs, interest on farm 
debt, feed and seed, binder twine, repairs and de- 
preciation, operating costs of farm machinery, ferti- 
lizer and so on. The resultant figure, after deduction 
of these expenses, corresponds closely to the annual 
concept of ‘‘net income of farm operators from farm- 
ing operations’’. 
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For National Accounts purposes, certain adjust- 
ments are made to this figure. Firstly, imputed rents 
on owner-occupied farm dwellings and profits of 
agricultural enterprises organized as corporations, 
are deducted, since these are included in investment 
income. Secondly, an ‘‘adjustment on grain trans- 
actions’’ is made in two parts. The first part takes 
account of the undistributed earnings of the Canadian 
Wheat Board!. This procedure results in a figure of 
earnings of farm operators arising from current farm 
production, which is the appropriate aggregate to 
include in Gross National Product. The second part 
of the adjustment allows for the fact that the earn- 
ings of the Canadian Wheat Board are calculated on 
the basis of change in book values of inventories, 
whereas the required valuation of inventories for the 
Nationa] Accounts is the value of physical change 
(see ‘‘Investment Income’’ above). 


To obtain the quarterly distribution of certain of 
the above items, a number of special procedures have 
had to be adopted. Farm cash income is, as noted 
above, available quarterly from the Agriculture 
Division of DBS. Estimates are made for each of the 
items of ‘‘income in kind’’ consumed on farms, and 
these are then summed to obtain a total quarterly 
figure; when necessary the four quarters are adjusted 
to bring them intoline with the fina] annual estimate. 
Specifically, the value of dairy products consumed 
on farms in each quarter is calculated from monthly 
price and quantity data supplied by the Agriculture 
Division of DBS. Estimates of the quantity and value 
of poultry consumed on farms are available only on 
an annual basis. Consumption of hens and chickens 
is allocated throughout the year, while other types of 
poultry consumed are assigned arbitrarily to the 
fourt.. quarter. For current quarters where no annual 
data are available, the estimates are based on a 
forecast annual figure. The value of eggs consumed 
on farms is published monthly by the Agriculture 
Division. Estimates of the value of cattle, calves, 
sheep, lambs and hogs killed and eaten on farms are 
computed from number and price data. Numbers are 
available for each six-month period from the semi- 
annual livestock surveys of the Agriculture Division, 
and these are arbitrarily allocated to the periods in 
which farm slaughterings normally occur, that is, the 
first and fourth quarters; for current periods a fore- 
cast is made until the livestock survey is available. 
Current prices per head of livestock are obtained by 
projecting the average price per head according to 
the 1941 Census, on an index of cwt. prices. 


The annua] estimate of fruits and vegetables con- 
sumed in kind are distributed quarterly according to 
production patterns for each area worked out by the 
Agriculture Division. For current periods, this 
method involves a forecast of the annual figure. The 
value of forest products consumed on the farm is 
assigned to the monthsof October to April, inclusive. 


1. Data obtained from weekly reports on Canadian 
Grain Statistics. 
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Quarterly changes in farm inventories are cal cu- 
lated as follows: the Agriculture Division of DBS 
Prepares estimates of stocks of grain held on farms 
at the end of each quarterly period. The quarterly 
quantum change in these stocks is then valued at the 
average farm price prevailing during the quarter. 
Similarly, estimates of the number of head of live- 
stock on farms, by type and age groups, are prepared 
at quarterly intervals by the Agriculture Division. 
The quarterly quantum changes in the case of live- 
Stock are valued at farm prices prevailing at the end 
of each quarter. 


Quarterly estimates of farm operating expenses 
are obtained for past periods by allocating the 
annual estimate, and for current periods by allocating 
a forecast annual estimate. The method of allocation 
differs for most of the expense items. Taxes on real 
estate and gross rents on farm lands are allocated 
equally to the four quarters of the year. Farm labour 
costs are estimated monthly by the Labour and 
Prices Division of the Bureau and they are identical 
with the figure included in the wage and salary com- 
ponent of National Income. Interest on farm debt is 
computed by straight line interpolation between 
annual benchmarks. The bulk of feed and seed ex- 
pense is allocated to the first and fourth quarters of 
the year, since grain fed to livestock is heaviest 
during the winter period. 


Machinery repair is allocated equally to the first 
three quarters of the year, while building repair is 
determined by straight line interpolation between 
annual estimates. Depreciation is also determined by 
straight line interpolation. The bulk of tractor fuel 
expense is allocated to the second and third quar- 
ters. Truck expenses of petrol, oi] and Jubricants are 
distributed according to retail sales of garages and 
filling stations in the Prairie provinces. Insurance 
is projected on a straight line, while registration and 
licence fees are allocated to the first and fourth 
quarters. Estimates of fertilizer are allocated evenly 
over the first three quarters of the year. 


With regard to the adjustments previously noted, 
imputed rents on owner-occupied farm dwellings and 
profits of agricultura] enterprises organized as cor- 
porations are based on data prepared in connection 
with the estimates of investment income described 
above. Payments from the government under the 
Prairie Farm Assistance Act are obtained from the 
Agriculture Division of DBS. 

The adjustment on grain transactions is dis- 
cussed below in the section ‘‘Change in Business 
Inventories’’ (see also Investment Income above). 


(b) Net Professional Income 


This group includes independent professional 
practitioners such as doctors, dentists, nurses, law- 
yers and engineers. In general, there is little quar- 
terly data available on professional incomes. Quarter- 
ly net incomes are therefore apportioned on the basis 
of a straight line trend between annual benchmarks; 
current quarterly figures are derived on the basis of 
a forecast of the annual. 
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(c) Other Unincorporated Non-farm Income 


The non-farm group of other unincorporated busi- 
ness covers a heterogeneous range of industries. 
Again, little systematic information on quarterly net 
incomes is available for this group. Various methods 
of estimation are employed to construct the net in- 
come series for these industries, including the syn- 
thetic operating account method, the ‘‘ratio of net to 
gross income’’ method, and allocation or projection 
on the basis of indexes. In the latter case, the 
relationship of the index to the net income series for 
which it is employed as an indicator is sometimes 
quite tenuous, resting on assumptions of an uncertain 
nature. 


In forestry, quarterly estimates of net income are 
derived by distributing annual figures on the basis of 
quarterly farm cash income from the sale of forest 
products; current quarterly figures are obtained by 
projection on this index. 


In fishing, estimates are obtained by the syn- 
thetic operating account method. Gross revenue is 
taken to be the value of fish caught and landed as 
compiled monthly by Fisheries Section of DBS, From 
this figure are deducted the values of expense items. 
The estimate of wages and salaries paid in fishing 
is described in the section ‘‘Wages, Salaries and 
Supplementary Labour Income’’. Quarterly estimates 
of depreciation are derived by straight-line inter- 
polation between annual bench marks. For the current 
period, this involves forecasting the annual figure. 
Other expenses such as fuel and repair costs are 
moved according to the pattern of the value of fish 
caught and landed. 


In hunting and trapping, the annual estimate is 
distributed evenly over the fall and winter months. 
For the current period this involves a forecast of the 
annual. The figure, however, is very small as is that 
of net income in mining. The latter is distributed and 
projected on an index which reflects price changes 
of minerals. In manufacturing, the annual estimates 
are distributed or projected on an index which 
reflects changes in wholesale prices of selected 
manufacturing commodities and changes in the 
number of working proprietors. In construction, net 
income of working proprietors is allocated and pro- 
jected on a composite index which takes account of 
movements in the volume of construction and average 
weekly wages and salaries in construction. 


Net income of unincorporated retail stores is 
estimated by applying sales-profit ratios to quarterly 
sales of unincorporated retail stores. For the years 
1950-1952 the ratios are based on the quarterly cor- 
poration profits survey. For prior years, the annual 
net income figures are allocated according to’ the 
quarterly pattern established for 1950-52. An iden- 
tical procedure is followed in estimating quarterly 
net income in wholesale trade. 


Estimates of net income in road transportation 
are distributed or extrapolated on the basis of aver- 
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age weekly wages and salaries in urban and inter- 
urban transportation, adjusted totake account of num- 
bers of working proprietors. 


In finance, insurance and real estate, net income 
of stock and bond dealers is moved according to the 
value of shares traded on the Toronto and Montreal] 
stock exchanges. Net income in insurance is derived 
by straight-line interpolation between annual esti- 
mates. Net income in other financial groups is dis- 
tributed according to the movement of net income in 
the above two groups. 


The various service industries constitute an 
important segment of the unincorporated field, but 
information respecting quarterly movements of net 
incomes for this group is fragmentary. The methods 
of estimation are therefore based on assumptions of 
uncertain validity. 


In laundry and drycleaning , the estimates are 
linked to the movement of consumer expenditures in 
laundry service. Net income in barbering and hair 
dressing service is moved according to a composite 
index combining population figures with the index of 
barbers’ fees from the consumer price index. 


Net income in undertaking is based on an index 
combining the number of deaths with the consumer 
price index. 


Net income in hotels and tourist camps is based 
on an index of employment in hotels and restaurants. 
In restaurant service, an index of total restaurant 
sales is used; net income in boarding and lodging is 
computed in the same way. Miscellaneous business 
and personal service is adjusted according to the 
movement of total business and personal service 
above. 


5. Indirect Taxes Less Subsidies 


Indirect taxes represent a part of the market 
price of goods and services which is not received by 
factors of production. They are, therefore, not in- 
cluded in the National Income, but must be added to 
factor costs to arrive at total costs entering into 
market prices. 


Subsidies represent ‘amounts contributed by 
government toward current cost of production. For 
this reason they must be deducted from factor costs 
to arrive at Gross National Product at market prices. 


(a) Indirect Taxes 


Federal indirect taxes consist of customs import 
duties, excise duties and taxes, taxes on corpora- 
tions other than on profits, (e.g. bank note circula- 
tion tax and tax on net premiums of insurance com- 
panies), the business share of privileges, licenses 
and permits where no direct service by the govern- 
ment is involved, and the levy against farmers under 
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the Prairie Farm Assistance Act. With the exception 
of the latter item, all these data are available month- 
ly on a collections basis from statements prepared 
in the office of the Comptroller of the Treasury. The 
quarterly figure is simply taken as the sum of the 
three relevant monthly figures. The Prairie Farm 
Assistance Act levy is obtained quarterly from the 
Board of Grain Commissioners, 


In the case of provincial indirect taxes, a quar 
terly pattern of tax collections has been established 
for the years 1951 and 1952 on the basis of quarterly 
returns received from eight of the ten provinces. 
These quarterly patterns have been used to distribute 
the annual figures for the years 1951 and 1952, and 
the forecast annual figure for the year 1953. It is 
hoped that in the near future, it may be possible to 
obtain quarterly data from the provinces on a suffi- 
eiently current basis to permit direct quarterly esti- 
mates to be made for the current period, without a 
forecast of the annual. 


For the years 1947 to 1950, the provincial quar- 
terly estimates, for the most part, are derived by 
allocating the annual] figure according to the move- 
ment of related indicators. Gasoline taxes are distri- 
buted in accordance with quarterly sales of taxable 
gasoline in the years 1947-1950, as reported to the 
Public Finance and Transportation Division (D.B.S.). 
Retail sales taxes are distributed according to the 
quarterly value of taxable retail sales (after adjust- 
ment for tax exempt sales) in the provinces in which 
the tax is levied (data from ‘‘Retail Trade’’ —D.B.S.). 
Tobacco taxes are divided according to quarterly 
releases of tobacco, as reported to the Industry and 
Merchandising Division, D.B.S. Real and personal 
property taxes are allocated equally to the four 
quarters of the year since they are considered to 
accrue on a day-to-day basis. All other taxes, in- 
cluding the business share of motor vehicle licences 
and permits, the amusement tax, taxes on corporations 
other than on profits, and miscellaneous taxes, 
licences, permits and public domain revenues, are 
allocated according to the 1951 pattern of tax collec- 
tions. 


Municipal indirect taxes consist mainly of real 
property taxes on owner-occupied and rented property. 
Again, these taxes are allocated evenly throughout 
the year. Municipal retail sales taxes are allocated 
according to the quarterly value of taxable retail 
sales in the provinces where they are levied. Al] 
other municipal taxes are allocated according to the 
pattern of the corresponding provincial taxes in 1951 
and 1952. For current quarterly periods, these pro- 
cedures involve a forecast of the annual. 


(b) Subsidies 


Direct subsidy payments by the federal govern- 
ment are obtained on a monthly basis from expendi- 
ture statements prepared in the office of the Comp- 
troller of the Treasury;the quarterly figure is derived 
as the sum of the three relevant months. 
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Trading losses on operations of government 
commodity agencies are available only on an annual 
basis, and the quarterly estimates are derived by 
allocating the annual figures equally to the four 
quarters of the year. For the current quarterly period 
this procedure involves a forecast of the annual. 


Provincial Subsidies in all cases are allocated 
according to the pattern of 1951 and 1952 subsidy 
payments, as reported to D.B.S. 


There are no subsidies paid at the municipal 
level. 


.- Depreciation Allowances and Similar Business Costs 


Allowances for current consumption of capital 
and similar non-cash charges, deducted to arrive at 
the profit, net rent, and net income components of 
the National Income, must be added back to arrive at 
Gross National Product at market prices. Current 
accounting allowances are used as a basis for the 
estimates, although these may vary widely from 
capital consumption in the economic sense. 


For purposes of quarterly estimates, the annual 
figures for the years 1946 to 1951 are subdivided into 
their main components of depreciation, amortization 
and obsolescence; deferred depreciation; the claim 
portion of business and residential insurance; capital 
outlay charged to current expense; and net bad-debt 
write-offs. Each of these main components is then 
allocated to the four quarters of the year on the basis 
of interpolation techniques; for current quarters for 
which no annua] data are available, the series are 
carried forward using eitherinterpolating series or by 
mechanical projection. The sources and methods used 
are described in greater detail below. 


In general, methods by which the quarterly esti- 
mates of depreciation are derived may be grouped 
into four main classes. The most important of these 
relies on the quarterly corporation profits survey, 
which is used in the years 1950-1952, for distributing 
or projecting the main components of depreciation for 
incorporated private companies, government business 
enterprises (based on the utilities group of private 
corporations) and unincorporated retail trade. For the 
years 1946 to 1949, it has been necessary to carry 
back the four quarter totals for the year 1950 by a 
technique which links them to the trend of the annual 
contro] series. 


The second group of estimates relies on data 
prepared in connection with the estimates of net in- 
comes of unincorporated businesses where a Syn- 
thetic operating account method is employed to Qb- 
tain the required figures. Thus, estimates of depre- 
ciation in agriculture and in fisheries are simply 
obtained from the expense side of the synthetic 
operating accounts, Estimates of depreciation are 
also made in connection with the figures of resi- 
dential non-farm rents (included in investment in- 
come), and this seriesis used for non-farm residential 


depreciation. 
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A third class of estimate is based on the allo- 
cation or projection of the depreciation figures 
according to the movement of related indicators. 
Thus, capita] outlay charged to current expense is 
allocated or projected according to the movement of 
quarterly investment in new machinery and equipment. 
Net bad debt write-offs are allocated or projected 
according to trend of corporation depreciation. Simi- 
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larly, the claim portion of business and residential 
insurance is linked to the trend of corporation 
depreciation. 

The fourth class of estimate is that for which no 
quarterly information is available. The method em- 
ployed here is one of interpolation through annual 
averages, with the current period estimates obtained 
by extension. 


GROSS NATIONAL EXPENDITURE AT MARKET PRICES 


. Personal Expenditure on Consumer Goods and 
Services 


This component comprises personal expenditure 
of Canadian residents, including implied expend- 
iture out of income in kind, on consumer goods and 
services. All types of consumer durable goods are 
included. Purchases of houses, however, are re- 
garded as capital goods, and are shown with the 
estimate of gross domestic investment. The rental 
value of owner-occupied houses is included, as are 
the operating costs of non-commercial institutions 
and life insurance companies (See page 86, National 
Accounts Income and Expenditure 1926-1950). The 
estimate includes expenditures of Canadian resi- 
dents temporarily abroad, (e.g. tourists, members of 
the armed forces), but excludes expenditures of 
foreign residents temporarily in Canada. All ex- 
penditures that are regarded as business costs are 
excluded. 


The estimates are calculated under three broad 
categories: commodities, services, and net expend- 
itures abroad. 


Personal Expenditure on Commodities 


This estimate consists of purchases of com- 
modities by persons, and implied expenditure out of 
income in kind. The general method of estimating 
quarterly purchases of commodities is to adjust the 
quarterly figure of total retail sales to exclude the 
value of non-personal purchases of commodities at 
retail, and to eliminate sales of second-hand mer- 
chandise not assignable to the production of the 
current quarter. Receipts from repairs and services 
are also subtracted from the total, since they are 
included with personal expenditure on services. 
Commodities purchased by individuals through non- 
retail outlets are added, as well as certain pro- 
vincial and local taxes which are not included in 
the retail sales figure. The method of estimating 
each of the above component series on a quarterly 
basis is described in the following sections. In 
general, the procedure followed is to allocate annual 
figures on the basis of monthly retail sales or other 
data obtained from the various Divisions of D.B5S.; 
these data are also used to carry forward the quar- 
terly series into current years for which annual 
information has not yet become available. 


“_— 


(i) 


(ii) 


iii) 


Total Retail Sales 


Quarterly estimates of total retail sales are 
derived by interpolation or projection of the annual 
figures on the basis of the monthly retail sales 
figures from the Industry and Merchandising Division. 


Non-Personal Purchases at Retail 


Non-personal purchases at retail, which are 
deducted from the estimate of total retail sales, are 
estimated quarterly by groups. The retail sales 
figures relevant to the group are used as the inter- 
polating or extrapolating series for estimates of 
non-personal purchases of building and construction 
materials, hardware, office and store equipment, new 
commercial vehicles, passenger vehicles for busi- 
ness use, wholesale sales by retail establishments, 
tractors, farm implements and parts, hay, straw and 
feed, business purchases of gasoline, oil and grease. 
The value of meals and beverages charged to 
business and government expense accounts is al- 
located or projected according to the movement of 
labour income in manufacturing, wholesale and 
retail trade, and federal government departments. 
This information is obtained from the Labour and 
Prices Division. The cost of fuel used in heating 
rented dwellings is subtracted, being already im- 
plicitly included in the estimates of gross rents. 
The estimated quarterly amounts are computed in 
connection with the calculation of net rents in 
investment income. 


Sales of Second-Hand Merchandise 


Since Gross National Expenditure measures only 
sales of currently produced goods and services, it 
is necessary, in computing estimates of personal 
expenditure on consumer goods and services, to 
exclude the transfer value of sales of second-hand 
merchandise from total retail sales; only the ‘‘mark- 
up’’ value of such merchandise is properly included 
in the figures. 


Sales of used automobiles by motor vehicle 
dealers are estimated residually; new vehicle sales, 
sales of gasoline, oil, grease, parts and acces- 
sories, and service (repair) charges are deducted 
from total sales of motor vehicle dealers to give an 
estimate of sales of used automobiles by motor 
vehicle dealers. All of the above estimates are 
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based on data available on a monthly basis from the 
Industry and Merchandising Division. To this figure 
it is necessary to add sales of used automobiles by 
used car dealers. This estimate is also based on 
monthly data supplied by the Industry and Mer- 
chandising Division. The total figures thus obtained 
are subtracted from aggregate retail sales to per- 
sons, and an estimate of mark-up is added back. 
The latter figure is arbitrary. 


Sales of other used merchandise are allocated or 
projected according to the movement of quarterly 
retail sales. 


(iv) Receipts from Repairs and Services 


(Vv 
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Since the estimates in this section refer wholly 
to commodities, repair and service receipts are 
deducted from the total of retail sales and included 
in personal expenditure on services below. The 
estimate consists mainly of repair and service 
receipts of garages and jewellery stores. The in- 
dividual sub-groups are allocated or projected on 
the basis of the relevant store-type monthly retail 
sales. 


Commodities Purchased through NorRetail Outlets 


A Significant volume of retail sales to indi- 
viduals occurs through outlets not ordinarily clas- 
Sified as retail stores, and these must be added to 
the retail sales figures as derived above. Included 
here are retail sales by manufacturing bakeries and 
dairies (house to house deliveries). The annual data 
are allocated or projected: in the former case, on 
the basis of a combined index of employment, man- 
hours worked and prices in the bread and other 
bakery products industry; and in the latter case on 
the basis of a combined index of fluid milk sales 
and milk prices. Direct consumer sales by farmers 
are also added insofar as estimates can be made; 
direct sales of fuel wood to consumers by farmers 
is moved according. to farm cash income from the 
sale of forest products (Agriculture Division). 


Refinery sales of fuel oil and kerosene to con- 
Sumers are correlated with a combined index which 
takes account of domestic consumption of petroleum 
products used as fuel, and fuel oil prices. Sales of 
coke and coal to consumers by wholesale firms are 
distributed according to the movement of retail 
sales of coal and wood dealers (Industry and Mer- 
Chandising Division). 


Consumer purchases in railway dining and buffet 
cars are distributed or projected according to the 
movement of total passenger operating revenues of 
all Canadian railways obtained from the Public 
Finance and Transportation Division. Purchases of 
alcoholic beverages through hotels and _ public 
houses are related to monthly sales of alcoholic 
beverages (collected by the Industry and Merchan- 
dising Division). Purchases of meals and mer- 
chandise through hotels are distributed in accord- 
ance with the movement of retail sales of restau- 


(vi) 


(vii) 


(a 
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rants, obtained from the Industry and Merchandising 
Division. Retail sales by manufacturers not other- 
wise classified are allocated on the basis of total 
retail sales. Retail sales by wholesalers are divided 
into food and other; the food group is distributed 
in accordance with monthly retail sales of grocery, 
Combination and meat stores, while other sales are 
moved in accordance with the grand total of retail 
sales. Commodity sales by service establishments 
such as garages are distributed in accordance with 
the movement of an index which takes account of 
monthly retail sales of garages and filling stations, 
and other retail sales. 


Provincial and Local Taxes 


In general, retail sales estimates include federal 
sales and excise taxes, but do not include certain 
types of local and provincial sales taxes. These 
must therefore be added to bring the estimates of 
retail sales to persons to a ‘‘market price’’ valu- 
ation. Data are obtained in connection with the 
quarterly estimates of ‘‘indirect taxes’’. 


Income in Kind, Goods 


An imputation is made to personal expenditure 
of the value of goods consumed out of income in 
kind. In each case the figures included in expend- 
iture are based on the quarterly estimates used for 
the income side. The estimate of food and fuel 
consumed on farms is a part of the calculation of 
net farm income prepared by the Agriculture Division. 
Food received and consumed by non-agricultural 
workers iS computed in connection with the esti- 
mates of wages, salaries and supplementary labour 
income. The value of lodging supplied to both farm 
and non-farm workers is not included here, being 
classified to the ‘‘services’’ estimate. Estimates of 
food and clothing issued to the armed forces are 
prepared in connection with the figures of military 
pay and allowances. 


Personal Expenditure on Services 


This includes the value of services rendered 
directly to individuals as distinct from those 
rendered to business or to government. The general 
method of estimating the quarterly figure is to 
allocate the annual benchmark on the basis of an 
interpolating series, and to carry the resulting 
quarterly estimate forward to the current period by 
projection. 


Estimates Based on Actual or Directly Related 
Information 


For certain classes of services fairly reliable 
data are available to serve as the interpolating or 
projecting series. Bridge, tunnel and ferry tolls are 
distributed in accordance with Canadian re-entries 
at border points; expenditure for transportation on 
steam railways, electric railways and buses, and 
air carriers, in accordance with monthly passenger 
operating revenues, expenditure for postal service 
in accord?nce with monthly post office revenues; 
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expenditure on express service, in accordance with 
express operating revenues of railways; expenditure 
on electric power, in accordance with a combined 
index of power consumption and the price of electric 
power; and expenditure for household gas, in ac- 
cordance with domestic sales to households. 


Estimates Explicitly Articulated with the Income Side 


Other service groups included in the estimates 
of personal expenditure on services are explicitly 
articulated with the income side of the Accounts, 
the estimates being computed in connection with the 
calculations of components of the Gross National 
Product. Gross farm and non-farm residential rents, 
paid and imputed, are calculated in connection with 
the rent component of investment income. Wages and 
salaries (including income in kind in the form of 
food received), of domestic servants, are calculated 
in connection with the estimate of wages, Salaries 
and supplementary labour income. 


Personal expenditure for board and lodging is 
taken as being equal to net income from boarding 
and lodging, which is included in net income of 
unincorporated business. The figure is included on 
a net basis in this case since expenses relating to 
boarding and lodging are already included in per- 
sonal expenditure for food, rent, fuel and so forth. 


Estimates of personal expenditure for services 


of physicians and surgeons, dentists, nurses, 


lawyers, and miscellaneous health services, are all 
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related to the estimates of net income of the profes- 
sional service groups (see ‘‘Net Income of Unin- 
corporated Business’’). 


Personal expenditure for commercial and trade 
school instruction is based on calculations made for 
wages, salaries and supplementary labour income 
estimates. 


The value of free lodging supplied to non-agri- 
cultural workers occupying non-residential property 
such as bunk-houses, hotels and steamships, is 
added as imputed expenditure. The calculation is 
made in connection with wages, salaries and supple- 
mentary labour income. 


Personal expenditures for banking services, both 
paid and imputed, are obtained from the Bank of 
Canada. Imputed banking services are entered 
explicitly in the calculations of investment income. 


Estimates Based on Indirect Evidence 
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A substantial part of the services estimate is 
allocated according to the movement of series which 
are not directly related to the data to be distributed. 
For the most part, the methods used for this group 
of estimates have had to be based on certain as- 
sumptions concerning relationships. The fact that 
these assumptions are often quite tenuous must be 
taken into account in assessing the quality of this 
group of estimates. The major components included 
here, and the interpolating or projecting series are 
summarized in the following table: 


Component 


Automobile repairs and maintenance 


seer erececesceseseorce 


Barber shop and beauty parlour services 


ecevoeoveesees 


eeGables and telegrams) cc... :csa4--25-ccresssese Pee ees es 


Dressmaking 


Pe ee ee ee meee Oren ee se ares ae see Oe OH EHO OH ESSE SHOE ES OH SO OH EH EH OD 


. Furniture and upholstery repairs 


pec cr eres cesses cesesecesees 


. Funeral and burial services and cemeteries 


oeeecees 
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. Hospital service 


Pe ee ee meee ee reese es came ae ee sees eres ee sees sees esse sees oe 


8. Jewellery repairs and engraving 


ae ee cece ee eesescccseerossees 


9. Moving expenses 


Pee eee Ree meee eH OHHH HTS EHH SHEE EEE EH CESS EEEEEEEEO® 


. Radio and appliance repairs 


Pee e ee ee er cece seseseeeecesersseeeoon 


Recreation (all types) 


Renee ee meee ewer eee eee arse er eeeeseseseesereees 


12. 
13. 


Shoe cleaning and repair 


Tere eTeee rere rere rere rere re eer errr eras) 


Taxi service 


Tere rere ere eer reer ere rere rere rere rer erererer ere rere rere rere) 


Interpolator or Projector 


Retail sales of garages and filling stations. 


Index combining population and price index of haircuts, 
shampoos. 


Straight line trend. 
Straight line trend. 
Retail sales of furniture. 


Combined index of consumer prices and total number of 
deaths in Canada. 


Index of hospital fees. 

Retail sales of jewellery stores. 
Straight line trend. 

Retail sales of radios and appliances. 


Net ‘‘sales’’ of selected motion picture theatres (cor- 
poration profits survey). 


Retail sales of shoe stores. 


Price index of taxi fares. 
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Net Personal Expenditure Abroad 


This net adjustment is necessary to include, in 
personal expenditure, the expenditure of Canadian 
residents in foreign countries, and to exclude the 
expenditures of non-residents in Canada. The ad- 
justment covers net expenditures of members of the 
armed forces, as well as net tourist expenditures. 
In addition, net private remittances to non-residents 
are included to correspond to the contra-entry in the 
balance of payments component. To the extent that 
gifts in kind sent abroad do not appear in retail 
sales (e.g. Red Cross parcels) an estimate of their 
value is also added. 


The data are obtained from the Balance of 
Payments Section, Dominion Bureau of Statistics, 
and the Department of National Defence. 


Government Expenditure on Goods and Services 


This component consists of the outlays of 
federal, provincial and municipal governments (in- 
cluding municipal school corporations) for currently 
produced goods and services. The figure is es- 
sentially a residual one, derived by eliminating 
from government budgetary expenditures all outlays 
which are not made directly to purchase new goods 
and services, that is, subsidies, transfer payments 
to individuals and private non-commercial insti- 
tutions, transfers to other governments, losses of 
government-owned enterprises, reserves, write- 
downs, and other bookkeeping adjustments. The 
expenditure of the Post Office Department is also 
eliminated since this agency is treated in the 


- National Accounts as a government business enter- 


prise. Certain adjustments are then made to this 
residual figure to bring it into line with the concept 
of ‘‘current’’ production followed in the National 
Accounts. Finally, government expenditures on 
goods and services which take place outside the 
framework of the budgetary accounts are added. 


At the federal level, all of the budgetary data 
necessary to carry out the above procedure are 
available from monthly expenditure statements of 
the Comptroller of the Treasury. It should be noted 
that expenditures charged in the supplementary 
period of the fiscal year by the Comptroller of the 
Treasury are divided equally between the first and 
second quarters: in the National Accounts figures. 
Although the bulk of the supplementary payments 
relate to first quarter transactions, (the Treasury 
books being held open after this period to permit 
payment with respect to transactions completed 
prior to March 31), the mechanics by which a number 
of related series are recorded in the National Ac- 
counts (e.g. imports, change in inventories) requires 
that, for consistency, an adjustment be made to 
include a part of supplementary period outlays in 
the government expenditure component in the second 
quarter. The exact amount of the required adjustment 
is not known, but it is estimated to be approximately 
one-half of the total supplementary period payment. 


In addition, adjustments are made to eliminate 
amounts charged to the defence appropriation which 
are not related to current production. Thus, ship- 
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ments from stocks of previously produced military 
equipment to NATO countries are reflected in the 
government accounts as budgetary expenditure, and 
it is necessary to delete these amounts and to add 
back the outlay for new goods and services made 
from the Defence Equipment Réplacement Account; 
the latter are not included in the government ac- 
counts as expenditure. An adjustment is also made 
to allocate government housing expenditure for the 
armed services to the quarter in which the actual 
construction was carried out. 


Federal extra-budgetary expenditures on goods 
and services are added to these figures. Included 
here are net purchases of inventories by various 
government commodity agencies such as the Agri- 
cultural Prices Support Board, and from the Defence 
Production Revolving Fund. Information is obtained 
quarterly from the Departments of Agriculture and 
Defence Production. Expenditures of agencies such 
as the Canadian Broadcasting Corporation, which 
are not treated as government business enterprises, 
are also added. These figures are derived quarterly 
by allocating the annual data evenly throughout the 
year; for current periods, this involves a forecast 
of the annual figure. 


At the provincial level, a quarterly pattern of 
provincial government expenditure on goods and 
services has been established for the years 1951 
and 1952 on the basis of quarterly returns received 
from eight of the ten provinces. The 1951 quarterly 
pattern has been used to distribute the annual 
figures for the years 1947 to 1951; and the 1952 
pattern has been used for the year 1952 and for the 
forecast annual figure for the year 1953. It is ex- 
pected that in the near future, quarterly data will 
be available from the provinces on a sufficiently 
current basis to permit direct quarterly estimates 
to be made for the current period without recourse 
to a forecast of the annual figure. 


No data are available on the quarterly movements 
of municipal government expenditures. These have 
therefore been distributed according to the 1951 
and 1952 provincial patterns, it being assumed that 
the movement in the municipal data follows closely 
the pattern of provincial expenditure on goods and 
services. This assumption is realistic, since the 
same seasonal factor is present in the capital out- 
lays of both provincial and municipal governments, 
and current day-to-day administrative expenses are 
fairly constant from quarter to quarter at both levels 
of government. 


. Gross Domestic Investment 


Gross domestic investment, as defined in the 
National Accounts, includes expenditures for new 
construction, new machinery and equipment, and 
changes in inventories of private and government 
business enterprises and private non-commercial 
institutions .Expenditures of persons for new housing 
(including major improvements and alterations ) are 
also included, since individuals, in their capacity 
as home-owners, are treated as business enter- 
prisers. Thus, this component covers gross capital 
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formation (including changes in inventories) of the 
private sector of the economy, and government 
business concerns. Expenditure on new construction 
and equipment for general government purposes is 
excluded from gross domestic investment since it 
is included in the component ‘‘government expend- 
iture on goods and services’’. 


Investment in Durable Assets (New. Construction, 
Machinery and Equipment) 


In general, the quarterly figures of gross do- 
mestic investment in durable assets are obtained by 
allocating annual data on the basis of specially 
constructed indicators; for current quarters for which 
no annual data are available, the series are carried 
forward according to the movement of these in- 
dicators. The interpolating (or extrapolating) Series 
are prepared for each of the main components of the 
annual figures: new residential construction, new 
non-residential highway and railway construction, 
new non-residential building and other construction, 
and new machinery and equipment. 


In the case of new residential construction, a 
slight departure in method is made. A Series of 
value estimates of total new residential construction 
in Canada, (both government and private) is prepared 
by the Economic Research Branch of Central Mort- 
gage and Housing Corporation, using a formula 
which takes into account D.B.S. data on starts and 
completions of houses, numbers of houses under 
construction, and a weighted series of wage rates 
of construction workers and residential building 
material prices. Quarterly data on the various types 
of government financed residential construction (the 
value of which is included with ‘‘government ex- 
penditure on goods and services’’) are also obtained 
from Central Mortgage and Housing Corporation. The 
quarterly figures of gross domestic investment in 
new residential housing as per the National Ac- 
counts are derived by taking the difference between 
the total series and the government series, as 
estimated above. In caseS where the sum of the 
four quarters does not equal the annual figure used 
in the National Accounts, the quarterly series are 
adjusted to the annual level. 


Quarterly estimates of new norrresidential high- 
way and railway construction are obtained by inter- 
polation of the annual data on the basis of a com- 
posite index which incorporates data on employment 
and average hours worked in the railway and highway 
construction (volume component) and prices of 
construction materials and average hourly earnings 
(price component). For current years, prior to 
preparation of annual estimates, the index is used 
to project the latest available annual estimate. 


Quarterly estimates of new norrresidential build- 
ing and other construction are obtained by inter- 
polation on the basis of a composite index which 
takes account of employment, average hours worked, 
building material prices, and average hourly earnings 
of construction workers. An adjustment is made to 
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the value series to eliminate defence construction, 
which is included with ‘‘government expenditure on 
goods and services’’. For current years, the index 
is used to project the latest available annual 
estimates. 


New machinery and equipment is obtained on a 
quarterly basis by projection from a 1948 benchmark 
using appropriate related indexes. The 1948 bench- 
mark is based on data reflecting ‘‘available supply’’, 
i.e. total production of various types of machinery 
and equipment adjusted to exclude exports and to 
include imports. These base period values are 
prepared in considerable detail (e.g. agricultural 
implements, hardware and tools, railway rolling 
stock, shipbuilding) and are then extended to other 
years on the basis of relevant indexes. The indexes 
are prepared by the Commodity Section of the In- 
dustry and Merchandising Division, and the General 
Assignments Division. An adjustment is made to 
the final series to eliminate defence purchases of 
aircraft, ships and machinery, which are included 
in the component ‘‘government expenditure on goods 
and services’’. The information is supplied by the 
Departments of National Defence and Defence 
Production. The estimates are prepared in col- 
laboration with the Economics Division of the 
Department of Trade and Commerce. 


Change in Inventories 


The net change during the quarter of holdings of 
inventories must be recorded in the Gross National 
Expenditure in order to allow for that portion of 
current production which remains unsold at the end 
of the quarter (positive change in inventories), or 
to eliminate that portion of previous quarters’ pro- 
duction which is included in sales of the current 
quarter (negative change in inventories). These 
changes represent net investment or disinvestment 
in inventories by private businesses, and government 
business enterprises. Investment in grain inventories 
by the Canadian Wheat Board is included, but in- 
vestment in inventories by various government 
commodity agencies not organized as business 
enterprises is excluded!. The latter is shown with 
government expenditure on goods and services. 


The methods of estimation in the inventory 
sector may be classified under three general head- 
ings: (i) business inventories; (ii) farm mventories; 
and (iii) grain in commercial channels. The method 
employed in the case of business inventories is to 
obtain quarter-end book values of inventory holdings 
in each industry, and to calculate the change in 
inventories between these quarter-ends. In most 
industries, such as manufacturing, retail and whole- 
sale trade, and to some extent in forestry and 
mining, the quarter-end book values are based on 
monthly surveys carried out by the Commodity and 


We These include Commodity Prices Stabilization 
Corporation, Canadian Wool Board, Special Products 
Board, Meat Board, Dairy Products Board, Agricultural 
Prices Support Board, Agricultural Products Account and 
Fisheries Prices Support Board. 
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Merchandising Sections of the Industry and Mer- 
chandising Division. In other industries, such as 
construction, public utilities, and finance, insurance 
and real estate, quarter-end book values are obtained 
by interpolation between annual benchmarks, using 
related information; for current quarters, the esti- 
mates are obtained by projection. 


In the case of inventories held on farms and 
grain in commercial channels, the value of the 
physical change, rather than the change in book 
values, is used. Theoretically, the basis of com- 
puting all inventory changes in the National Ac- 
counts should be ‘‘the current value of the physical 
change’’, but at the present time this procedure has 
been applied only to farm inventories and grain in 
commercial channels! 


(i) Method of Estimating Business Inventories by 


Industrial Groups 


In forestry, quarterly physical volume data on 
logs held by pulp and paper mills and sawmills are 
obtained from surveys carried out by the Forestry 
Section of the Bureau. Prices to value these physi- 
cal stocks are obtained from the same source. The 
calculated quarterly book values are then used to 
interpolate between annual levels, and for projection 
to current quarters. 


In computing the book values of mining invento- 
ries, calculations are made separately for finished 
goods and raw materials. For finished goods, 
quarter-end holdings of physical inventories at iron 
ore, asbestos and coal mines are obtained from the 
Mining, Metallurgical and Chemical Section of the 
Industry and Merchandising Division. Price series 
to value the physical stocks are obtained from the 
Prices Section of the Bureau. The resulting quarter- 
end book values are used to interpolate between 
annual benchmarks, and for projection to current 
quarters. Quarterly inventory holdings of raw ma- 
terials are assumed to move between annual bench- 
marks in accordance with an index of payrolls in the 
mining industry. The sum of the two series so 
computed constitutes the book values of total in- 
ventories held in the mining industry. 


Book values of inventories held by manufacturing 
industries are calculated quarterly (and monthly) by 
the Commodity Section of the Bureau. The data are 
based on a fairly comprehensive monthly sample 
survey of manufacturing industries. For each in- 
dustry contacted, the information obtained quarterly 
is used to interpolate between benchmarks resulting 
from annual surveys, or to carry forward the series 
to current quarters. For small industries not sur- 
veyed, quarterly inventory holdings are estimated 
on the trend of related industries. The results are 
then summed for all industries, and the change in 
inventories is calculated as the difference between 
quarter-to-quarter holdings. Government progress Day- 


1. See ‘‘National Accounts, Income and Expend- 
iture, 1926-1950’’, pages 112-114. 
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ments are excluded from the value of inventory in- 
vestment since they are included with government 
expenditure on goods and services. Trading in- 
ventories of manufacturers’ own products are included 
with wholesale trade rather than with the relevant 
manufacturing industry. 


Quarterly estimates of inventories of building 
materials held by construction contractors are based 
on the movements of construction employment and 
a 3-month average of building material prices. 
Information is obtained from the Employment Section 
of the Bureau, and from the Prices Section. The 
resulting series is used to interpolate between 
annual benchmarks, and for projection. 


In transportation, storage and communication, 
quarterly inventory holdings are assumed to move 
along the trend of Canadian National Railways and 
Canadian Pacific Railways inventories. Information 
is also obtained on inventories of building materials 
and equipment held by telephone companies. The 
resulting information is used to interpolate between 
annual benchmarks, and for projection. 


The method of estimating quarterly inventories 
held by public utilities is to interpolate between 
annual benchmarks using a 3-month moving average 
of ‘employment in public utilities; for current quar- 
ters, the estimates are carried forward uSing a 
Similar method. The data on employment is obtained 
from the Employment Section of the Bureau. 


Quarterly data on holdings of wholesale invento- 
ries by nine trade groups? are obtained from the 
Merchandising and Services Section of the Dominion 
Bureau of Statistics and are based on a sample, of 
which the overall coverage is inadequate. Physical 
volume data on holdings of coal are obtained from 
the Dominion Coal Board and valued at prices 
obtained from the Prices Branch. Physical stocks 
of petroleum are obtained quarterly from the Mining, 
Metallurgical and Chemical Section of the Bureau 
and again valued at prices obtained from the Prices 
Section. No information is available concerning 
durable goods inventories, consequently plumbing 
and heating equipment and electrical apparatus 
inventories, are based on the trend in the hardware 
group. Wholesale stocks of jewellery and furniture 
are asSumed to move in relation to retail. holdings 
of these two commodities. The various inventory 
series computed above are summed, and the result- 
ing series used to interpolate between annual bench- 
marks, or for projection to current quarters. 


Most of the quarterly information concerning 
holdings of retail inventories in chain stores, 
department and mail order stores, and independent 
stores, is based on monthly surveys carried out by 
the Merchandising and Services Section of the 


2. Auto parts and equipment, drugs, clothing, foot- 
wear, dry goods, fruits and vegetables, groceries, hard- 
ware, tobacco and confectionery. 
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Bureau. In the case of the first two types of store, 
monthly ‘coverage is very close toa complete survey 
of the universe, but in the case of independent 
stores the coverage is rather incomplete. However, 
information is available for most of the important 
trades; in the smaller trades not covered by the 
survey, the estimates are based on the movement 
of stocks in related industries. Information on 
physical stocks of coal is obtained from the Do- 
minion Coal Board, and valued at prices obtained 
from the Prices Section. For retail inventories of 
new cars, the disappearance concept is used; 
physical shipments from factories are adjusted for 
exports, imports and retail sales, the inventories 
being obtained residually; prices to value these 
physical stocks are obtained from ‘‘Motor Vehicle 
Sales and Financing’’ (DBS). All the series des- 
cribed above are added, and the resulting series 
used to interpolate between annual benchmarks or 
for projection to current quarters. 


No information is available with respect to in- 
ventory holdings of finance, insurance and real 
estate and the service groups. They are assumed 
to move in accordance with the quarterly trend of 
the total of the manufacturing, wholesale, retail and 
grain in commercial channels groups. 


Farm Inventories 


The change in farm inventories is calculated by 
applying average quarterly farm prices to the physi- 
cal change in grain stocks, and quarter-end prices 
to the physical change in holdings of livestock. As 
indicated on page 53, the quantity and price data 
which permit this calculation are based on surveys 
carried out by the Agriculture Division of the 
Bureau. Thus, the change in farm inventories is 
recorded in the National Accounts as the current 
value of the physical change. 


(iii) Grain in Commercial Channels and Inventory 


Valuation Adjustment 


As previously noted, the current value of the 
physical change in inventories of grain in con 
mercial channels is also used in the National Ac- 
counts, rather than the change in book values. The 
value of the physical change is obtained by multi- 
plying the quantity change in inventories by the 
average initial price paid to producers during the 
quarter by the Canadian Wheat Board, in the case of 
wheat, and by average market prices (Winnipeg Grain 
Exchange data) in the case of coarse grains. The 
calculation is computed separately for each grade 
of wheat involved, but is carried out for the total 
only in the case of coarse grains. The sum of the 
four quarterly estimates constitutes the final annual 
figure, and no adjustment is necessary to bring the 
quarterly data to the correct annual level. 


Because the profits of the Canadian Wheat Board 
and private grain dealers are computed on the basis 
of changes in book value of inventories, an ‘‘im 
ventory valuation adjustment’’ must be made to the 
income side to retain the statistical and theoretical 
balance of the accounts (see page 52). 
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The inventory valuation adjustment for grain in 
commercial channels is obtained by subtracting the 
change in book value from the value of the physical 
change as computed above. The change in book 
value of inventories of grain in commercial channels 
is obtained by multiplying the physical stock at the 
beginning and end of each quarter by quarter-end 
initial prices paid to producers, and differencing the 
results. In the case of wheat, the calculation is 
made separately for each grade. 


Exports Minus Imports 
(Net Investment or Disinvestment Abroad) 


Because a part of Canada’s current production 
of goods and services is sold to non-residents, it is 
necessary to add the value of exports to arrive at 
a final accounting of current production through 
sales. Conversely, because sales to persons, gov- 
ernments, business on capital account and non- 
residents, include goods and services produced by 
non-residents, i.e. imports, it is necessary to Sub- 
tract these in order to arrive at a correct valuation 
of Canadian output. 


It should be noted that the terms ‘‘exports’’ and 
‘¢imports’’ are used here in a broad sense to include 
both goods and services; interest and dividends 
received from non-residents are regarded as receipts 
for the service of capital and are included with the 
‘‘export’’ series, while interest and dividends paid 
to non-residents are regarded as payments for the 
service of capital and are included with the ‘‘im- 
port’? series. It will be recalled that adjustments 
corresponding to these dividend and interest trans- 
actions are made to investment income on the in- 
come side of the National Accounts. In addition, 
gold available for export, tourist and travel expend- 
itures of non-residents in Canada, freight and 
shipping credits earned on Canadian account and 
various receipts for business services are included 
in the ‘‘export’’ figures; tourist and travel expend- 
itures of Canadians abroad, and freight and shipping 
charges and business service costs incurred by 
Canada on foreign account are included with the 
‘*import’’ series. 


The quarterly figures appearing in the National 
Accounts are the gross receipts and payments on 
current account prepared by the Balance of Payments 
Section of the Bureau. These figures are available 
in much the same detail as is normally published 
on an annual basis in the report ‘‘The Canadian 
Balance of International Payments’’. For current 
quarters, only one adjustment is necessary to bring 
these figures into line with National Accounts 
definitions; emigrants’ capital and inheritances are 
deducted froin gross current debits (imports), and 
immigrants’ capital and inheritances are deducted 
from gross current credits (exports). These uni- 
lateral items do not represent payments for goods 
and services, nor are they related to the current 
earnings of Canadian or foreign factors of produc- 
tion; they are treated as transfers of capital which 
are not included in the National Income, (although 
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they occur with sufficient regularity to be considered 
as ‘‘current’’ transactions for Balance of Payments 
purposes). 


The resulting balance on current account, after 
allowing for these adjustments, is sometimes 
referred to as Canada’s net investment or disin- 
vestment abroad. A favourable (positive) balance 
on current account implies borrowing from Canada 
or Canadian ‘‘investment’’ abroad to finance the 
deficit of the rest of the world; an unfavourable 
(negative) balance implies borrowing by Canada, or 
Canadian ‘‘disinvestment’’ abroad, to finance 
Canada’s deficit. 


For a detailed description of the sources and 
methods used by the Balance of Payments Section 
of the Bureau, reference should be made to ‘‘The 
Canadian Balance of International Payments, 1926 
to 1948’’, Dominion Bureau of Statistics, 1949, and 
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also to “The Canadian Balance of International 
Payments in the Post-War Years, 1946-1952’’, 
Dominion Bureau of Statistics, 1953. 


Residual Error of Estimate 


As has been indicated, substantially independent 
estimates are made for the Gross National Product 
and the Gross National Expenditure. Since both of 
these aggregates measure the value of goods and 
services produced by Canadians in a given quarter, 
they should add up to the same sum. In fact, how- 
ever, there is a statistical discrepancy between the 
two totals due to the shortcomings in available 
Statistics. On the assumption that the ‘‘best’’ 
estimate of the common total is half way between 
the two independently computed totals, the sta- 
tistical discrepancy is divided into two equal parts 
and one-half is allocated to each of the two sides 
of the account under the heading of ‘‘residual error of 
estimate’’. In this manner, balance is achieved 
between the two sides of the account. 


QUALITATIVE SUMMARY OF METHODS 


By way of summary, the following table is 
designed to give the users of the quarterly estimates 
a synoptic view of the quality of the data. The 
table expresses in quantitative terms the relative 
reliability of the estimates of the various major 
components. It will be noted that both the Gross 
National Product and Gross National Expenditure 
are almost identical in terms of the proportion of 
the material which is based on survey data or 
regular accounting records, on reliable related data, 
and on tenuous assumptions or judgment. Although 
complete exactitude cannot be attached to the 
figures, they do express in a broad way the stat- 


istician’s view of the general order of qualitative 
precision of the constituent series. 


The second quarter of 1952 was selected as 
being representative of a typical quarter of a year 
for which annual data had not (at that time) become 
available. Among the qualitatively less reliable 
series, the following may be noted: the inventory 
and expense component of accrued net farm income; 
the greater part of net income of unincorporated 
business; personal expenditure on services; and 
municipal government expenditure on goods and 
services. 


Qualitative Summary of Methods 
2nd Quarter 1952 


Based on Based on Based on 
survey data reliable tenuous Total 
or regular ac- related assumptions 
counting records data or judgment 
(1) (2) (3) (4) 
Per cent 
MERON PES AT BEICSEANG Sel 5 1 5) coccscecersccncecasossesoucsasecescncasnes 87.0 8.1 4.9 are 
Military pay and allowances ..... 100.0 _ ms ase : 
PPIUSSUME TUPIN COME cesctirsccecocsrecscacececcoccecesccuseocs Wao 11.9 = : a 7 
Accrued net income of farm operatols .........sseseseseeeees 64.5 11.2 me ye 
Other unincorporated net INCOME ............eccecceereesreeene Dal BL ae : 1 : 
TAGIFECUILAXKES) ESS SUDSICGIES  .......<..-..0ccccecsensnsesecsesseass 73.0 24.1 = : tae ; 
TRBOPECISLION SIIOWANCES -.0.-..-0.-nc0c.resercenccceennsnnsasansonsere 49.9 17% : , 

REET eee sn sennces ccnounaremenoresiinate 71.9 13.3 14. 8 100. 6 
Personal expenditure on consumer goods &services 80.6 4.3 ~ : oy 
Government expenditure on goods and services ....... f CRT oxo +4 : 2% ° 
Gross domestic investment in durable assets .......... 14.1 (peal = . 7% : 
PE MINPINIVCNLOLICS 0, ¢. <,..ccsecces-socegssacensencersovencscnsesensee 62.9 a4 aS ~: : 1 . 
Exports of goods and Services, ........ccccsecscssceccoecseesesese 89.3 a a8 ee 

Imports of goods and SErViCes .........cecccocscesessoecsersenees 87.2 3 A 
ee eae pe hye 15.7 12.1 100. 0 
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SECTION 2 
NOTES ON SEASONALLY ADJUSTED NATIONAL ACCOUNTS DATA 


Seasonal variation may be viewed as a ‘‘repeti- 
tive intra-annual fluctuation’’!. The majority of the 
time series given in Tables 1-4 of this report ex- 
hibit clearly defined seasonal patterns, which recur 
with characteristic regularity. Such fluctuations 
reflect the influence of a variety of factors. Climatic 
conditions, for example, influence the production 
and marketing of crops, the intensity of cutting 
operations in the woods, the purchase of winter and 
summer. clothing, the shipment of commodities 
through the St. Lawrence River, and so on. The 
observance of Christmas and Easter is reflected 
in the buying habits of consumers, with levels of 
purchasing fluctuating sharply in these periods. 
Trade practices also exert their influence — for 
example, the dates of the annual appearance of new 
automobiles are an important factor in the seasonal 
movement of automobile purchases. Thus, climate, 
social institutions, trade practices and a myriad of 
other factors all generate ‘‘repetitive intra-annual 
fluctuations’’ in statistical time series. 


In dealing with a time series in which such 
seasonal fluctuations occur, it is usually difficult 
to detect the basic underlying movements of the 
data since these are often obscured or hidden by 
the regular seasonal upswing or downturn. Thus, 
in order to isolate turning points or trends in the 
basic economic situation, it is necessary to elimi- 
nate the effects of seasonal movements from eco- 
nomic data, Although this ‘‘elimination’’, or sea- 
sonal adjustment, can be made in approximate terms 
only, seasonally adjusted data nervertheless pro- 
vide an important aid in the analysis of time series 
and can shed considerable light on underlying trends 
or tendencies in the economy. 


A discussion of some of the basic assumptions 
involved in the process of seasonal adjustment may 
be helpful in obtaining a better perspective of the 
limitations inherent in seasonally adjusted series. 
For a variety of reasons, production or consumption 
does not take place in the economy in a perfectly 
smooth fashion; rather, changes through time are 
in different directions, and of different magnitudes. 
Thus, if production were measured in a plant on an 
hourly basis, none would be recorded for non- 
working hours; on a_ daily basis, no production 
would show for Sundays, were that a non-working 
day. Monthly figures would show the effects of 
holiday shutdowns, and changes due to seasonal 
levels of demand. Thus, it is apparent that fluctu- 
ations in the data will appear depending upon both 
the time period chosen and the basic causes of these 
fluctuations. 


Quarterly data will fluctuate in accordance with 
a number of factors: long-term growth and structural 
. 1. Burns and Mitchell, Measuring Business Cycles, 
National Bureau of Economic Research, New York, 1946, 
p.44. 


changes, cyclical changes, seasonal influences 
and erratic events. If it can be assumed that the 
seasonal influences inherent in the economy are of 
a stable, repetitive character and are therefore 
measurable, then it should be possible to isolate 
the remaining influences by removing the seasonal 
variation. The examples noted previously would 
tend to confirm the assumption of stability in sea- 
sonal patterns; the eight-hour day, the Sunday hol- 
iday, Christmas, Easter, cold and warm weather, 
and so on, are all factors of a stable, repetitive 
character. As long as these factors remain relatively 
constant it is possible to measure their influence. 
At the same time, it is obvious that a multitude of 
other factors affect economic processes and that 
among these are factors of a random nature. It there- 
fore follows that the more observations there are 
available from a longer time period, the less chance 
of any one random factor affecting the measurement 
of seasonality; and conversely, that the fewer ob- 
servations available, the less confidence we can 
place in any averages used to obtain a seasonal 
pattern. 


In utilizing the seasonally adjusted data given 
in this report, three distinct limitations must be 
kept in mind. Firstly, the assumption that the inherent 
structure of the economy yields a relatively stable 
seasonal variation must be modified by the possi- 
bility of a change in the original conditions, the 
discovery of which requires a period of hindsight. 
Secondly, the relatively small number of observa- 
tions to which we are sometimes restricted tends 
to increase the relative influence introduced by a 
random event. For these reasons, the work of sea- 
sonal adjustment is a continuing process, so that 
any underlying changes may be worked into the 
pattern. Finally, the judgment of the statistician 
is often involved in decisions relating to statistical 
techniques, the elimination of extreme items, whether 
or not a true seasonal exists, where a break occurs 
in the pattern, and so on. It is not possible to re- 
place this element of subjective control by com- 
pletely mechanical procedures. 


General Approach 


At the outset, it was decided to break down the 
major components of the National Accounts into item 
detail, wherever possible; when seasonally adjusted, 
these items were summed to give adjusted major 
components. This was done to ensure that all pos- 
sible knowledge of each individual sub-series was 
utilized, for it is apparent that combined series, 
representing combinations of seasonal movements, 
are not so readily amenable to analysis. 


Once the item breakdown was provided, those 
series manifesting seasonal characteristics were 
sorted out from those which showed no seasonal. 
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This was done largely by inspection, or on the basis 
of the known economic characteristics of the par- 
ticular sub-series. That is, if a series showed no 
seasonal movement, and from a study of production, 
marketing and social factors, it was apparent that no 
seasonality should be present, then it was felt that 
no seasonal adjustment was necessary. 


The short period covered by the data was an 
important limitation to overcome, for the appear- 
ance of a single irregular item in a series is suf- 
ficient to distort the seasonal index. This problem 
was met to some extent by developing data prior 
to 1947 for many of the series; in some cases a 
closely related series was used, which could be 
expected to follow a similar pattern. Three periods 
were distinguished: 1947-1952, 1939-1945, and 1930- 
1939. In many instances, World War II obliterated 
any seasonal pattern, and in others, the changed 
economic pattern due to the War resulted in a dif- 
ferent seasonal pattern after 1947. There were three 
types of series which resulted: 


(1) Similar pattern in all three periods. 

(2) Different pattern of a temporary nature during 
1947-1952. 

(3) Different pattern of a stable nature during 1947- 
1952. 


Type (1) resulted in a seasonal index which could 
be used with considerable confidence. Type (2) 
called for some special adjustments to be made. A 
typical example was consumer expenditure on new 
automobiles. From 1935 to 1939, heavy purchases in 
the second quarter of the year dominated the pattern. 
But the postwar pattern, affected by heavy demand, 
showed a secular rise, quarter by quarter, and it was 
not until 1949 that the pattern began to revert to that 
of the prewar period. For 1947 and 1948, therefore, 
no seasonal adjustment was made. For Type (3), an 
analysis usually indicated the reason for any per- 
manent change; where this was so, the index could 
be used with confidence. An example of Type (3) 
occurs in the series of wages and salaries in log- 
ging, which showed considerably less amplitude in 
its seasonal movements in the post-war period. This 
was due to the intensification of mechanized cutting 
and loading techniques, permitting more extensive 
summer operations. 


Methods of Measurement 


There are a variety of methods for measuring 
seasonal variations. Percentages of trend line, 
link-relative, graphic and ratio-to-moving average 
methods are all approved techniques!. The short 
period covered by our data, and the sharp changes 
caused by aftermath of World War II precluded using 
a percentage-of-trend-line technique. While the link- 


1. For a description ofthese various techniques, see 
Croxton and Cowden, Applied General Statistics (New 
York, 1942), Chapters, XVII and XVIII. 
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relative method has much to commend it, it is a 
dapted only to series showing constant rates of 
growth; further, it is not too adaptable to the con- 
Struction of moving seasonals which were necessary 
for adjusting many of the series. Graphic methods 
are useful techniques and these were combined with 
the ratio-to-moving average method for use in ad- 
justing the data?, 


Before proceeding to outline in detail the steps 
in a typical example of the deseasonalizing proce- 
dure, a condensed explanation may be helpful. The 
first stage in the procedure was to run a centred four- 
quarter moving average through the series. The re- 
sulting relatively smooth line may be taken to re- 
present approximately cyclical and trend elements. 
The deviations above and below this line represent 
seasonal, random, and irregular factors. Most fre- 
quently, the deviations were quite regular, and the 
pattern of seasonal variation about the smooth line 
of the moving average was readily apparent on a 
chart. The crucial step of the deseasonalizing pro- 
cess was to obtain an average pattern of the varia- 
tions about the moving average; more will be said 
about this below. Having obtained an average pat- 
tern, this was then applied to the original raw data, 
thus removing the ‘Seasonal element and yielding a 
smoothed series. This usually involved the division 
of the original data by aratio representing the a- 
mount of the seasonal adjustment for each quarter. 


The seasonal adjustment ratios or average pat- 
terns were arrived at in a variety of ways. The 
simplest method was to average all of the first quar- 
ter deviations, then all of the second quarter de- 
viations, and so on. Modified averages were fre- 
quently used, which means that extraordinary de- 
viations (due to assignable non-seasonal causes) 
were struck out before averaging the deviations for 
any particular quarter in successive years. As an 
initial step, however, all deviations of first quar- 
ters, and second quarters, and so on were first plot- 
ted consecutively on a graph, so that if there was a 
tendency for the first quarter deviation to diminish 
or expand, this could be seen. Where this was the 
case, a free hand line was drawn on the chart, so 
placed as to fit the scattered points as closely as 
possible. The seasonal adjustment ratio for the 
first quarter (which changed gradually from year to 
year) was then read off this line. However, in the 
majority of cases, there was no tendency for the 
seasonal pattern to change, so that, as previously 
indicated the reading simply consisted of an arith- 
metic average of the deviations. The same procedure 
was followed for the second quarter, the third quar- 
ter and the fourth quarter adjustments. These read- 
ings explain column 6, ‘‘reading from chart’’ in the 
following numerical example. 


Reserve Bulletin, June 1941. 


F ederal 
‘ Variation’’, pages 518-528. 


2. See 2 , 
for Seasonal 


‘*Adjustment 
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Component: Personal Expenditure on Consumer Goods and Services 
Component Item: Jewellery and Watches 


Centered| Ratio to 
moving moving 


Seasonally 
adjusted 


Original 
data 


Reading 


Date (mil- average = |average = from series = 
lions) (3)4 8 (1)+(4) (1) = @) 


1Q .nrreerenererersrcrcrsrererererercees - MoS 69.4 69.0 | 1.00502 69.3 17.0 
QQ wsreserererenrsecersrersresenerereres - Mae gS 83.0 83.0 | 1.00502 83.4 17.0 
BQ wreenssscerersneeneseeeeerensrereces 138. 0 Ive 88.9 90.0 | 1.00502 90.5 16.9 
AQ wcrererererssnrerereersesssenereeres WS%shy 5) Ty 158.9 156.0 | 1.00502 156. 8 WIGS 
CAM cid.cccecocececssccscccssscoses= = = = 398.0 = 400.0 68.4 
1948 
WY caceécaccacseccdascaine ho ere 139.6 17.4 70.1 69.0 | 1.00502 O9e3 16 
AON. aeRO OOO COO 140.7 Wiss esha 7 83.0 | 1.00502 83.4 Mes 2 
Beet cores seen cerestesssseeeses 141.0 17.6 92.6 90.0 | 1.00502 90.5 18.0 
AiG) eater sotenttr ccccettsctcccteccsacees 143. 2 (aro 154. 1 156.0 | 1.00502 156. 8 17.6 
iCal secerteremiccesctcccesarectes _ — - 398. 0 = 400.0 10.3 
1949 
DG rtarectetecacerecccssccenesececess 145. 4 18.1 68.5 69.0 | 1.00502 69.3 17.9 
DOG rece etetere aescosesetcossecees 147.6 18.4 88.5 83.0 | 1.00502 83.4 19.5 
BO reccrscstctierete cz scesteseresenes 150. 4 18.8 87.8 90.0 | 1.00502 90.5 18.2 
Gl ON sestesececasecssesccececssccccseses Toles 18.9 156. 6 156.0 | 1.00502 156.8 18.9 
RVC AR cs. casterecsececasccasessceoss - - - 398. 0 — 400.0 74.5 
1950 
1 GQ Peercceceterte coctesccrcctosecces oom 19.2 68.8 69.0 | 1.00502 69.3 19.0 
DG) dereesesecccdtiioccreresoscrsestcocss 157.5 19.7 83.2 83.0 | 1.00502 83. 4 19.7 
3) recess cress ccaconccenanccsnese 160.8 20a 93.5 90.0 | 1.00502 90.5 20. 8 
AiG) ere tecttcneteses sstecworscesseeee 1Go.00 20. 4 LOZeo 156.0 | 1.00502 156.8 19.8 
iCal itccce<e.ccsstsasscccessseces — ~ - 398.0 _ 400.0 719.3 
1951 
MQ vereceectestecassestassccceseocecsese 163. 4 20.4 Uses s 69.0 | 1.00502 69.3 21.6 
DQ Bere cccestete rer irencsccanecscenenses 164.1 20.5 84. 4 83.0 | 1.00502 83.4 20.7 
SQ ccmcretseenetractvssncectccesencts 165. 3 20.7 86.0 90.0 | 1.00502 90.5 1907 
AQ es cctcoticatscssseccecsrenesccesees 165. 6 20.7 ilayehs 156.0 | 1.00502 156.8 20.9 
VC AM rorectcaccstteiccccossssecceeet — — = 398.0 -- 400.0 82.9 
1952 
Qe es cveccrcenes <sixecoaresncceseeses 167. 3 20.9 69.4 69.0 | 1.00502 69.3 20.9 
PAS SL sneak es repre 17108 2125 84. 2 83.0 | 1.00502 83. 4 21.7 
SB Qecerececorcrecscerecocstscaccneress = _ = 90.0 | 1.00502 90.5 20.7 
AG) Mroscsccecerss scstanaconcasunocuecnes = a = 156.0 | 1.00502 156.8 Oey 
NV CBT te ceeces sdesesscasasesonceocese — = 398. 0 = 400.0 86.5 


e = estimated moving average drawn freehand. 
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In the above series, the ratios to moving average 
are fairly stable. Thus, the ratios could be accepted 
with confidence. Nevertheless, two additional steps 
were taken. Firstly, as column (4) of the table shows, 
the moving average was extended backwards for two 
quarters, yielding an additional observation for each 
of the first and second quarters. Secondly, related 
data on jewellery sales were developed back to 
1941. The seasonal ratios for this previous period 
confirmed the seasonal pattern for the period 
1947-1952. 


In the example shown, a constant seasonal was 
used, and this is typical of the majority of the 
series. In addition, however, other types of sea- 
sonal indexes were developed to meet particular 
problems, They are summarized below: 


1. Moving Seasonals. In some cases the seasonal 
variation shifted gradually through time. Personal 
expenditure on fuelS was an example of this. The 
increased use of oil heating has latterly led to high- 
er purchases of fuel in the fourth and first quarters 
of the year, in contrast with the lessening importance 
of consumer stock-piling of coal which often occurred 
in the summer months. When more data are available, 
it is hoped that a moving average of seasonal de- 
viations may be computed in cases such as these; 
at present, the changes can be approximately ac- 
counted for by fitting a straight line. 


2 Changing Patterns. In other cases, it was 
found that a sudden change in seasonal pattern was 
undergone, and neither a constant seasonal nor a 
moving Seasonal would yield proper results. It was 
necessary, in such cases, to break the series and 
use two distinct seasonal patterns, one for each 
period. Interest and dividend payments abroad pro- 
vide an example of such a case; a changed regula- 
tion at the end of 1950 relating to permission to 
make payments abroad abruptly altered the seasonal 
pattern. Two separate sets of seasonal ratios there- 
fore had to be computed to cover the two periods. 


3. Abnormal Circumstances Dissipating All Sea 
sonality. There were some series for which seasonal 
ratios were applicable at some periods of time, but 
not at others, For example, in both 1947 and 1948, 
the purchase of new automobiles was not contingent 
upon any seasonal factor; rather excess demand 
in both periods resulted in rapidly rising consumer 
purchases. The application of fixed seasonal ratios 
to these figures would have distorted the actual 
Situation, In such circumstances, where it was felt 
that no seasonal elements prevailed, no adjustment 
was made to the raw series. 


4. Seasonal Changes in Absolute or Negative 
Amounts. In most cases, the deviation from moving 
average was in ratio form, inasmuch as the same 
quarter over a period of years differed from the mov- 
ing average in more or less constant ratios. How- 
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ever, where the deviations from the moving average 
for the same quarters were not similar in percentage 
terms but were similar arithmetically, or where the 
unadjusted data approached zero or were negative, 
then a slightly different approach had to be used. In 
such cases, the seasonal variations were subtracted 
from the original data. All of the inventory series 
were seasonally adjusted by this technique. 


Tests of Reliability 


Once a Series was adjusted for seasonal varia- 
tion, there were two tests of reliability. First, the 
sum of the adjusted series should be approximately 
equal to the sum of the original data. Second, by 
inspection it should be possible to see that no sea- 
sonal was left in the series. If both these conditions 
were met, then the seasonal adjustment was judged 
to be good. 


Special Problem of Seasonally Adjusting Accrued 
Net Income of Farm Operators 


In the case of crop production the ordinary meth- 
ods of adjusting the series for seasonal movements 
are inadequate. Crop production is characterized by 
concentration of output in the third quarter of the 
year and by large and erratic fluctuations about any 
average which may be constructed. Accordingly, the 
ordinary procedures for deseasonalization give rise 
to results which may create misleading impressions 
as to the movement of the Gross National Product. 
Pending the development of more satisfactory pro- 
cedures, therefore, a simple expedient was employed 
of dividing the annual value of crop production into 
four equal parts in the seasonally adjusted tables. 
In going into a new year before the crop is known, 
production is estimated on the basis of average 
yields of preceding years, estimated acreage and 
initial prices. This preliminary first quarter estimate 
is revised later in the year as actual data become 
available. 


It may be noted that the above technique is used 
in the case of crop production only, since it is only 
here that the special difficulties noted above arise. 
Livestock and other items are estimated on a quar- 
terly basis and deseasonalized by standard tech- 
niques. Equalization and adjustment payments and 
undistributed profits of the Wheat Board are not 
seasonally adjusted, since they exhibit no consistent 
seasonal pattern, either in part or in total. 


In order to depict more clearly movements in the 
value of production in the non-farm sector of the 
economy, an additional line in italics has been 
inserted in Tables 1 and 5 which shows ‘‘Gross 
National Product at Market Prices, excluding ac- 
crued net income of farm operators from farm pro- 


duction’’. 
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SECTION 3 
MISCELLANEOUS NOTES 


(a) Notes on Quarterly Survey of Corporation Profits 


In 1949, when the feasibility of publishing the 
major components of the National Accounts on a 
quarterly basis was being discussed, it became 
clear that one of the most serious gaps in the sta- 
tistics was in the area of quarterly corporation 
profits. Corporation profits are a large and volatile 
item, and there appeared to be no satisfactory quar- 
terly indicators which could be used to interpolate 
between or to project from annual benchmark figures. 
A committee, composed of representatives of the 
Bank of Canada, the Department of National Revenue 
(Taxation Division), the Department of Finance, 
the Department of Trade and Commerce, and the 
Dominion Bureau of Statistics was formed to look 
into this problem. The view of the committee was 
that satisfactory quarterly corporation profits fig- 
ures could be determined only through questionnaires 
sent to corporations, and the committee therefore 
concentrated on determining what questions should 
be asked and how to ensure the best response to 
the questionnaire. 


The number of items requested was kept to a 
minimum. In general, the data requested was confined 
to profits, depreciation, and dividends paid and 
received, these being the major corporation financial 
items entering into the National Accounts. Other 
financial items are either small, stable, or can be 
projected on indicators already available. Sales 
were also requested since these were needed in 
the sample design. 


Since there are more than 40,000 active taxable 
corporations in Canada, it was decided to take a 
sample of these corporations, rather than to attempt 
a complete count. Within each industrial group, 
companies were stratified into seven groupS ac 
cording to size of sales. (It is hoped that within 
the next year data will be available to stratify cor- 
porations according to size of assets, since at given 
points of time the size distribution of profits appears 
to match more closely the size distribution of assets 
than of sales). Companies were selected from each 
size group in proportion to the product of the number 
of corporations in the size group and the standard 
deviation of sales within the group, except for the 
group containing companies with sales of over 
$5,000,000. This latter group contains about 600 
corporations which account for more than 60 per cent 
of the profits of all corporations, All companies in 
this group were included in the sample design. 


The sample data are used essentially to inter- 
polate and project annual totals of profits tabulated 
by the Department of National Revenue and published 


in the annual publication ‘‘Taxation Statistics’’. 
This volume usually appears about twenty-one 
months after the end of the calendar year to which 
it refers. For example, data for 1951 were available 
in August 1953. 


The data, as obtained from income tax returns, 
differs from the sample data in several ways: 


1. ‘The information reported to the Department 
of National Revenue on income tax returns is usu- 
ally in unconsolidated form. Thus, in 1950, only 
62 corporations filed consolidated returns, and a 
change in the Income Tax Act prevents the filing of 
consolidated returns in 1952 and future years. On 
the other hand, a somewhat larger number of com- 
panies reporting in the quarterly profits sample file 
consolidated returns.The groups most affected are 
finance and wholesale trade. To date, the distri- 
bution of the data as per the quarterly sample has 
been applied to the Department of National Revenue 
benchmark figures without adjustment for the dif 
ference in content with respect to consolidation. 
This may have caused some error in trend, and the 
decision is open to review. 


2. Department of National Revenue data are 
reported on a taxation year basis, while the sample 
data are on a calendar year basis. Thus, Department 
of National Revenue benchmark figures have had 
to be adjusted to a calendar year basis. 


3. Some small adjustments have had to be made 
to change Department of National Revenue data 
from the industrial code used in their publications 
to the Standard Industrial Classification. 


Since profits, as reported in the sample survey 
are not defined in the same way as profits in the 
National Accounts, some adjustments were made 
to the figures as reported. Canadian dividends re- 
ceived were subtracted, depletion was added back, 
and adjustments were made for changes in inventory 
or other reserves which are not current revenues or 
charges. 


At the present time the sainple data are subject 
to considerable sampling error. The response rate for 
companies sent questionnaires varies from about 65 
per cent for firms with sales of over $5,000,000 to 
about 15 per cent for those with sales of between 
$50,000 and $100,000, with an overall rate of about 
30 per cent. Although extra questionnaires have been 
mailed, there is still considerable need for enlarging 
the number of reporting companies in order to in- 
crease the accuracy of the data. There is also some 
reason to believe that the sample may be biassed up- 
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wards due to the possibility that reporting compan- 
jes may not be representative, but are in general, 
better-than-average corporations. 


A separate quarterly publication is being planned 
which will make available more detail of quarterly 
corporation financial statistics than is given in the 
present report. 


(b) Notes on Constant (1949) Dollar Estimates of Gross 


National Expenditure 


The general method of deflating current dollar 
estimates was described in ‘‘National Accounts, 
Income and Expenditure 1926-1950’’, pages 124 to 
127. The quarterly deflation is carried out in a 
manner similar to that described in the above docu- 
ment. However, there are certain additional points 
to be emphasized. 


The constant dollar estimates provided in Table 
9 of the present publication are base-weighted, 
that is to say, prices of the year 1949 have been used 
to weight the various volume figures shown. On the 
other hand, the weighting of the implicit price in- 
dexes (which may be obtained at any stage of sum- 
mation by dividing current dollars by constant dol- 
lars) is that of the Paasche’s or currently weighted 
type. This type of price index cannot be used for 
quarter to quarter comparisons, because the weights 
change every quarter. To illustrate, prices of the 
base period and the second quarter are weighted by 
the second quarter basket of goods; prices of the 
base period and the third quarter are weighted by 
the third quarter basket of goods. Since these bas- 
kets differ (reflecting seasonal changes in the 
composition of production) price comparisons may 
not be made between the second and third quarters 
although each quarter may be compared with the 
base period. 


The variations in the implicit price index of Gross 
National Expenditure due to the change in weights 
between the second and third quarters of recent 
years are in the order of magnitude of 10 per cent. 
Because of this large variation and the consequent 
possibility of misinterpretation, it was felt advisable 
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to omit the price indexes in the present document. 
It may be added that although the weighting effect 
1S Serious on a quarterly basis, the same does not 
apply to the annual figures, for which there is very 
little difference between fixed weight and changing 
weight price indexes, in most cases, 


Although, as_ noted above, the overall price 
index for Gross National Expenditure is very dif- 
ficult to interpret, the quarterly weight changes 
within certain groups are not large and a useful 
price comparison may be obtained for practical 
purposes by dividing current dollars by constant 
dollars for these groups. This is the case for per- 
sonal expenditure on consumer goods and services, 
government expenditure on goods and services, new 
residential and non-residential construction and 
machinery and equipment. For these groups the 
current and base weighted price comparisons are 
almost identical on a quarterly basis and therefore 
price comparisons may be made among quarters as 
well as between each quarter and the base period, 
On the other hand, in the case of exports and im- 
ports of goods and services, the price indexes are 
quite different depending upon whether current or 
base weights are used, and therefore comparisons 
may be made only between a particular quarter and 
the base period. The price index pertaining to 
constant dollar inventory changes, with positive 
and negative weights, is not a price index in the 
usual sense, but is merely a result of the process 
of obtaining the value of physical change of in- 
ventories. 


During the past two years the development of 
quarterly deflators has enabled the D.B.S. to employ 
quarterly weighting in the deflators for the annual 
figures. AS a matter of fact, the constant 1949 
dollar estimates of Gross National Expenditure 
and the deflators accompanying them, as shown in 
Tables 3 and 4 of ‘‘National Accounts, Income and 
Expenditure 1949-1952’’, incorporated the work 
with quarterly deflators and contained the effects 
of quarterly weighting. This type of quarterly 
weighting is obtained by deflating current values 
on a quarterly basis and summing current and con- 
stant dollars over four quarters of each year. The 
total current dollar estimate divided by the total 
constant dollar estimate for any item yields a quar- 
terly weighted annual deflator. 
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